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^ In the 1970s Congress enacted a number^of flexible, broad-gauged 
grants-in-aid to state and local govepiments that y^-ere intended by their 
Republican sponsors to be instruments of decentralization. The' largest' 
^ and most notable of these grants were f pr gen-eral revenue sharing (1912), 
._.^phymiint and training (1973^,' and community development (1974)! 
^ach of the'tliree has been the subject of Seld evaluation studies by 'mem- 
bors of the Governmental Studies staff of the Brookings Institution ill col- 
. , laboration with field assocyites. This study, whkfli preserits'the findings of 
one of these efforts, analyzes .virious aspects of the public service jobs 
> ^.^mponent of the Comprehensive Employment and Training Act of l'^73/ 
It explores whether federal funds merely replaced \tate and local fupds 
(a matter o? central concern to Congress) ; what the public service w^irkv 
ers did; the extent- to which the program waj^ocused oh the most dis- 
\ i 'advamaged^workers; and the extent to which theprogrfim provided train- 
i j , 'ilig and opportunities for transition to regular! empkjyjjient.' 
-S • ^^'^^ directed by Richard P. Nathan, a ten-year veteran of 

" the Brookings staff who joined the faculty of the Woodrow Wilson Schoof -- 
°^ ^^^^^^ International Affairs at Princeton University in 1979. He 
/' '-remains a member of tho Brookings associated staff and continue? .'to 
-.-. direct field, fescarch on public service omploymcnt. What is reported on ' 

• here are two rounds of field observations completed m 1977 under 
; - Brookings auspices. Nathan's coauthore are Robert fe. Gook, formerly a 
Brookings research associate and now a rcsedfch economist at the Pnnce- 
toOi Urban and Regidrial Research Center,' and V. 'Lane Rawlins, pro-' - 
:^..^fcssor of econormcs itf ^Washington State 'Unlvereity. The last chapter, on ' 
;,'^thc'fblc of nonprofit'organizatioris under the public seivice jobs program, 
^ Iwas written 'by Ja^et Galchick, a staff mehiber of the Princeton Urban ' 

- and Regional Research Center,- and Michael Wiseman, associate profes- 
f sor of economics at tMc University of CaUfomia at Berkeley, the fifldings 
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.^presented are those of (he field research associates listed on pages xiii-xv; 
^y^Their on-the-scene,^bservations are the critical element in this research. 
> ^ , A number of peopl^ade impbrtaflt contributior^s to the work pre- 
. sented hejre. At th<f*Na|mnal Commission for Employment Policy, which 
supported the study under colJtract to the Brookings Instil -:Jrr,, Chair- ' 
: man Eli Ginzberg, Director Isabel Sawhill, pnd siafl membtr:^^ Patrick 
0*Keefe and Ralph Smith commented on reports ^t to; 
*Uie commission; Th study also benefited from comments by Seymour:; 
Sraiftlwein, director of the Office df Evaluation* U.S. Department 6f- 
vLabor; Martha Derthick,direct6r^f^^t^^^ 
^program; JohlLHalt-of^^ 
University of Houston; and Steven Ste.ib o^f the University of Tulsa. \ 

Richard W. Long, Jill Ehrenreich, Linda Look, Judith AiseVi, and 
•Laura Hicks worked on this project as Brookings staff members. Com-' 
puter support was provided by David Stevens of Marketing Forethought, 
Inc., and Davrd Padgett of the Brookings Social^Science Computation 
*i Center. Dinah Smith and Thomas Somuah, alsq of Brookings, prepared 
drafts, which were edited>y t)avid Aiken of Editorial Experts, Inc. Elaine ' 
L^vkoff 'and Michael Padulo at Princeton University prepared the final . 
/ mamiscnpt, which was edited by Tadd Fisher gf Broc)kings. ^ . , - 

The authors* findings-and conclusions are theirs alone arid do not 
isrepresent^herpositionVof the NaUonal Commission for:^ 
the U.5.^ Department of Labor, nor should they be ascribed to the ;, 
trustees, officers, or other staff members of the Brookings Inst^^^tionJfe^? 
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The Public Siervice 
Employment Program 



The public service employment (PSE) program of the federal 
government, enacted by Cpngress in 1973 and since revised several times, 
has three main goals. Like the Works Progress Administration of the de- 
pression era^ it is supposed to provide, jobs in a time (tf high unemploy- 
ment It is also intended to give employment experience to, and thereby 
increase the long-run job prospects of, the Vstructurahy unemployed," 
persons who have trouble finding jobs even in the bpst of times because 
^ they lack skill and education^ And it is intended to help local governments 
- provide needed services. - ^ 

The need to balance; these three niajor objectives— ^countercyclical, 
structural,'and public service— has caused .controversy in Washington as 
^ , well as friction betv^^een* the federal agency thai distributes the money 
(the Department of I^bor) and the local and state governments that use 
it. State and local officials are most interested in providing needed ser-\ 
vices; Jw)th thrpugh^goverhment agencies and private nonprofit agencies, 
'^{y wherj^as federal officials generally focus mainly on the goal of reducing 
I unemployment; especially among those with low levels of education and 
i . , skill; The^bAlarice that is eventually reached reflects, in effect, a bargain 
ainong the different 'levels of government: local^and state' officials are 
> . vvilling to' spend pie.extrfi^time and effort needed to supervise and train 
y. .» hard-to-employ {Jersbns if they see some benefiu to their jurisdictions in 
^, the form of maintaining or expanding needed services. 

: Because Congress did not specify what priority should be given to 
; . each of thelobjectives, of. the. public service employment program, this 
. % bargaining proceps giveVthe pWgram its shape., Theprogram is constantly 
^f^'-: ; changing' as changes in economic'and political conditions lead officials to 
\ shift the emphasis of it. Not only ^s the program different from year to 
;year; it is also different from place to place, for it is highly decentralized 
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in form. >lore than 450 ^tate and local government units receive PSE 
money and parcel it out to government and nonprofit agencils that em- 
ploy PSE workers No one knovkrs/the, exact number oLtheJI emplpying v 
agericies; in the forty jurisdictions studied finder our projpt alone, the . 
number of employing organizations ran into the thousands.^ ■ / 

History and Characteristics of the Program f c 



Publidy funded efforts to increase employment, initiated during the 



depression and ended AVhen Worid-^^TI madp them unfleees$ary , were 
revived jn the sixties as part of t^e^tipoverty efforts of thi k^ 
Johnson administrations. During Qus period the main emphasis was on 
providing^training and work experiance for the^economfcally disadvan^ 
taged. This was the gc^d^of the Eccfiomic Opportunity Aict o 1964- The 
Manpower development W 

skiN tmningfor^employed workers/ shifted: 
thb emphasis tp4educing poverty^ Some programs in this field were aimed 
at particular Mographic areas such as Appalachian while bthers provided 
. work experience for particular segments of the poverty fyo^fllatlpn such as 
heads'of famUies receiving welfare, older worker?, in rural areas^ and 
young persons. . : # / . ;^ 

: J^^^^^ in f969-r70, the Emergency Em- 

ployment/Act of 1 97 1 authorized a two-year Public Employment Program 
that provided fimds^to local governments to hire temporary workers. The 
groups singled out for emphasis under PEP were members of families with 
incomw below^the poverty. level, ^ veterans, and younger and 

older workers. FEP provided $l billion in 1972 a^ $1.25 billion in 1973; 
this money paid wages for an average Qf 128,000 persons in those two * 
years. . ^ ^ 

Congress passed the Compreliensive Employment and Training Act-^ ' 
the^ foundation o( the contemporary public service employn]ent program 
— iii Dwember, 1973, and the act took effect in July 1 974. GETA was 
designed primazily to, consolidate programs aimed at various areas and . 
populatipii groups mto a single b grant.)TTiis approach consistent t 
with the ^ixon adxninistratibn's goal of simplifying grant-in-aid prpgrams 
and giving more discretipn to state and local goverifnlentSj W^ to 
decide for themselves how to spend eniplioymerit arid training money. 
PEP was to .be phas^^ out and replaced by title 11 of CETA, which pro- 
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, yided for a public service empro>ment program to combat striictural un- 
; employmeat/A state or^^^ 

. eligible for a tide II grant if it was classified as experienbing "substantial 

^ unemployment":^a rate of 6.5 percent pr more for three 'consecutive 
. months. , People were eligible ,fo>articipate if they were unemployed or 

; undere^iployed— that is, workinga^ part time for economic reasons or 
working full dme but earningTesT^^ povmy^evel income. The- funds 
were to be paid to»organizations th4t lhe act refers to as "prime sp6nsors."' 

; In PecemBer 1974, just half a year after GETA went intoeffecU Goii- 

gress responded to the deepening recession by adding a new SM^^^ 
i^ct^The Emergency Jobs and 



; of 

;, ptiblic^eryice employment.; To be eligible undeMitle VI a persmi hadto 

have been unemployed for thirty days (or fifteen days if the local unem- 

^: : p^ mor« than 7ipercent):By June 1975 dtle VI of CETA' 

: .v-was providi>ig:jbb3;for 155^00 person^; the total of^tles II and VI, plus 

, : ., the re^ was stiff not ^Aasetf out, brought 

r / , *^'^ enrollment to 3 10,006 persons; : ' ; /' • . 

; > - In i976 Congress agaJli maSe major changes when it passedihe EiriS^- 

^ Mgency JobsjPrpgram Extension Act: This act extended title VI anLin 

,p,^efkctrcieatsd' two types of title ^VI positions. One, Known; as >'sustain- 

V -;?:ment'Uositions, ;w^^ to allow governments that hail been allo- 

ofeP^E poSitibns iihder the 1974 act tA keep these 
g : posidons; The second type:W^ 

- r Thired under title VI had to be assigned to speciaT^ojects^at would last 
one year or less ;and_ that wouW nbt have been undertaken with ' local" 
funds alone. Moreover, all new participants assigned to proj 
and. half the new participants assijgned ta 
^K - positions had to meet new eligibility requirements that- limited title VI 
-J. -funds tojersons who had been unemployed 'for fifteen of 

.1. "Prime sponsors" usually have been states of general-purpose local govern- 
^^^^^ m a" area with a population of more.than 100,000. Many'/pHme spon- 

. ; ,: sors, however, are consortiunis of several cities or countios or both.'cbnsortiums are 1 
: , especially common in suburban areas. In many states, rural areas are served by 
r- ;pnmt sponsors that cover all jurisdictions that do not nin'their own CETA programs 

, palan^^^ 

mg department of .the government or governments involved to administer the PSE ' 
. . program. They in turn' allocate public service, positions.to other departments .within 
^ participatmg governments, other governments such as school districts, or nonprofit 
organizations that serve the public. ' ' ^ 
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- weeks, who exhausted their unemploymeHt compensadoif payme^ 
or were receiving aid to families with dependent cBildren (AFbC), and> 
who had low incomes (defined as up to 70;pcrcent of the lower-living- 
standard budgpt set by the Bnreau of Labor Sifatistics). S • >: 

The changes in 1976 were -designed to rtdu^ 
placement and fiscal su^stitutioh-i^Oiat is; the use of PSE funds by local 
governments to replace local positions and funds. The net effect, ironi- 
cally, was to give title Vl^-rwhich im Octobers 1 976 supported 260,000 
jjosihons compared with o'nly^O,000 for title the eligibility require- ; 
ments of a structurally^riented program aiid to leave title II witK looser 
criteria. In 1977, wfien thp observations retried in this volume were 
made, the PSE program was operating under the regulations issued after 
the 1 976 reauthorization of title VI. ' • ' * 

Congress ^dified the program again in the fall of 1 978 when it re- 
authorized the CETA legislation. Fiscat conservatism was rising; at the 
time, and the'PSE^rograih was a natural target of economizers for.sev- 
eral reasons.; It wak one of the biggest and fastest growing of >all federal 
grant-in-aid programs. Local, news media were uncovering instances of 
mismanagement, such as ineligible participants or cases of nepotism/ And ' 
qritics continued to susp&ct that PSE funds were simply \replacing local 
spending. , / - J 

^^^^ > l^^ law enacted that year the PSE progranvHtat had been known 
as title II was^renumbered title II-Dyand aimed^more narrowly at persons 
^iiifferipg long-term unemployment for. structural .reasons. It was also 
modified t6 put more emphasis on'trainfng and placement to help partici- 
; pants find permanent jobs in the private job n|arKet|sA^erson could par- 
ticipate in this program who had been unemploy^ least fifteen of 
the previous twenty weeks or who was receiving AFD|C was economi- 
cally disadvMtaged(wWcH from a' 
family earning less than 70 percent of the lower living standard) . < 

Title yi retained J^e distinction betw arid sustainment jobs. 

Half of the titie VI participants had to be assi^iM to projects Scheduled 
to last eighte& monAs^or.l^^ the other half l^ad to be^ssigned to entry- 
l^el jobs in regular government departments or nonprqfit a^ncies. Per- 
sons wouM be e.ligible for tiUe VI jobs if they htfd been unemployed for at 
least^ten of the preyipus twelve weeks a/i<i if their families had incomes* 
no larger than the lower-staridard,-Qf-livin^ budget or receded AFDC. 

The 1978 reauthorization also set limits on the wagesVhat could be 
paid to PSE participants for any position ($10,000 maximuffi^^^^ for 
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.the average of "all positions) and on thi length, of. time a person could 
remain in, the PSE progranl (eighteen months, although the bepartmenf 
. of -Labor could grant waivers to individual sponsors for all or'part-of their 
participants-).,, » ;;,, ,, • ,: , „ ,.. ' ' " 

■ In March J 978 eprollment in titles II and , VI reached a peik as a resiilt 
of bemg bolstered by.President .Carter's 1977,ecofionMc stimulus package, 
which added $4 billion to the fiscal year .1978 budget for PSE^ Oyer 
.750,000, persons were employed, equal to 10 percent of all unemployed 
persons In t!ie labor force. Outlays reached $5:6^billion in fiscal year 
1978; Since then the size^the program hai been reduced, The average 
PSE enrollment in fiscal 1978 was 680,000; the average forCscari979 
was 557,000,.At the erid t)f fiscal year 198,0, 328,000 peKons- were 
enrolled..- . ■■ ^ \ . ^ . .. . 

. Approach of ^his Study '. . . . ' 

of - ' - ' ■ ■ . ...j- ' . ■ ,,. ■ 

, This study concentrates on the PSE programls intergovernmentar ef- 
fectsi rather than its effects on . individual jobholders. It addresses' such 
ques/ipns as; whether the program . creates jobs in local governments,- 
whether local; governmen'ts give preference to the aTsadvantagea, and 
what kinds of seryices^are prbvided. "Succeeding chapters deal \vith public 
service.emplojjment as countercyclical poHcy (chapter 2) , as: structural 
policy (chapter 3); and as a vehicle for providing needed public services 
at the stpte and^ocal level (chapter 4) : The final chapter considers non- 
profit organizations as employers.of PSE participants. < ■ 

The study was conducted in a representative sample of jurisdictions by 

.^a network of field researchers in cooperation with a smaU cen'traTsTaff" 
based^in Washington at the Brookings-Institution. The fcentral staff chose 
the-field staff members (designated "associates") for theiTknowled^e-of 
local public finances and institutions arid of the particular areas of gov- 
ernment activity under study. None of the associates were officially' con- 
nected with the jurisdictions in the sample.'AlI were residents of the area 
they studied and devoted an. ayerage- of thirty to sixty days to their par- - 

. ticipBtioh in the field study. Half'of the associatesAvere politrcal scientists 
and half >yere economists. Their names and Jurisdictions are listed on 
pages xiii-xv. . ^ ; .■ . 

Afisociates .worked with the^central staff in, de\re^loping Common ana- 
lytical framework and research design. Using this desigri, the asscjciates 
then reported their observations of the effects of PSE in their jurisdictioris 
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^lembcrs-of the central staff maintained contact with the associates, re- 
viewed and coded the field data, and analyzed^nd compiled the overall 
results.2.This study is based on findings from observations in July 1977, 
^ V was being expanded by the added funds froiti President Carter's\ 

^ economic stimulus package, and in bwember 1977, whe^^ 
was nearly complete.' ^/ * 

We used a representative rather than, a random sample of g(5vernmental 
jurisdictions for several reasons. 'One reason is that there is no list of the 
imiverse of governmental jurisdictions receiving PSE funds from which a 

- - random sample might be drawn. Mbitover, we wanted to include in the 

studya cross section of types of recipient jurisdictions— large cities (both 
fiscally distressed and economically healthy) , suburban jurisdictions, and 
ruwil jurisdictions. Finallyt to makejt,feasible (for efficiency's sake) for 
moXficld associates to cover more than one jurisdiction,' it was necessary 
to choosesample jurisdictions that were close.to each other— for example, 
a centrd dty and its (^eriying cotmty, or three or four rural towns tcq- 

- ^"soimbly near a university having an economic or governmental research 
;a;|ccnter. Because a nimiber of large jurisdictions were included, the sample 
l^^jurisdictions'as a whole- accounted for approximately 10 percent of PSE 

2. Usint^thc.samc^cQcral tcc^ field studies group in the Governmental 

l-^Studica program at Brooking& has studied general revenue sr^aring and community 
development block grants as well as the PS£ program. -For a more detailed dcscrip- 
ivjtion of the method, ace Richard PrNathani *'Thc Methodology for Field Network ^ 
^gEvaluation Studies,** in Walter W //np/emcnfflr/on (Chiitham, " ^ 

:iiWX:, Chatham House, forthcoming); chap. 4. For findings from the other programs, 
l iwe Richard P. Nathan, AUen D Calkins, and AssociatcSj 'i 

^g^onitoring' Revenue Sharing (Brooking Tnstitution, 1975); Richard P. Nathan,^ 
Charles V, Adams, Jr., and Associates, Re^ Mt Sharing: The Second Round (Brook- 
i ngg Ins titution, 1977); Paul R. Dommel andothers. Targeting Community DeveU i 
opment (tnSrlDcportment'of^duaingTn^ 1980); 
^j: Dommel and othcn; Decentra!lztng'Communlty Development {VS: Department of 
^|Houalng and prban^evelopmcnt, 1 978.) ; and Richard P. Nathan ond others, /l/ocit 
l^Orants for Community Deveiopmertt (VS. Department of Housing and Urban Dc- 
:^ ycIopmcnt, 1977). :An carUer report of -pSE^fi 

"J'^Natham and othm, Monitoring the Public Service EmptoymttU Pro^ram,'( National 
^r: Commission for Manpower Policy, March 1978). >»A r rAi: * : - . ' ■ 
of pSE have continued at the project's new base, the Urban^nd 
Regional Research Center at the Woodrow Wilson School of Public and Iriter- 
national; Affairs, Princeton University. A third round of observations was ^one in 
:4-Dcccmtw5r}1979 and a fourth round in December 1980. Sec notc-Ljof-ihe-epilogue^ 
to this study. ' , \ ' ^ . , . , ~ 



CHAPTER TWO. 

— / 



:^Combating Cyd;cal Unemployment 



,Qne op the McisT impomnApuiposes. if not tii'e predominant purpose, 
^ of the public service employment program- imder the Comprehensive 
Employment ai^d Training Ait of 197^3 has been to^create new jobs in 
order to put unemployed persons to work duKng times of recession or 
.'.^slow economic growth. Because CETA pute most spending decisions in 
the hands of locat governments, there has been understandable concern 
that these governments might simply replace locally financed positions 
., with federally funded ones. If locaUties were to do this, the result would 
_ be more liKe revenue sharing than a'job creation program. Congressional 
■^concern over this issue has been so strong that in* 1977'after'a lengthy 
debate centering around this issu'e of displacement, the Senate came 
within thirteen votes of deleting an increase of 415,000 public service 
r jobs from the Carter administration's $13.>bUlion economic stimulus 
V_^packagc. j / • ' r^- ' 

; The concern about displacemgntarises from the Mtoe of the problem I 
a recession— and the nature dftiie solution— a decentralized program! • 
. During a recession state and local governments face deciines in tax re- ^ 
V ceipts. Government officials n^d,to look f0r ways to save money in a - 
^^^latively short time, preferayily in ways tiiat do ' hiLrcguireJegislativei 
, action. This often involves ti^^ersonnel^udget,«which in most jurisdic- 
_ tions makes up a major part of tiie government's expenses. Many local 
governments put a fiold on' new-hiring or cut ba^k tiie number of em- 
Aployejjs tiirough layoffs or attrition, At the samp tiine, tiie federal govem- 
^iment is providing new or additional funding tiiat is supposed to create 
r jobs to counter tiic recession! Local governments have a great deal of 
Uccway on how to spend tiiat money. The logical result is apotential con-1 
^.-flict between tiie federal government's goal of j6h creation andUhe. local i 
.. government's need to relieve fiscal sti-ain.; ;., - . - ~ ?.jlLz Zi. 

, i-C Pfi™?^ questions arise; First; to whai extent have local Sditate^ 1 
^sovemments acHintlv M-nnfnrt . i \J'^2 _ . \ 
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fe^sons who would not Have been hired without federal funds,^ as opposed to ? 
^€^^=^2?:^ iising federal money to fill jobs that would have existed anyway? This i^ 
the primary question we will deal with. The second question, related to 

- . the first, is how jurisdictions have used the local money that has been ,; 

freed by the receipt of federal public service employment funds. The first. 

- - .question deals with the employment effects "of PSE, the second question, - 

' with its related fiscal effects. This chapter covers the first at some length % 
' and the second ihore briefly. \ ^ ^ ' - ..^ /^V 

* .Before we discuss these two questions, a third one shoUld be men- ^ 
tioned. Does the PSE program cause govemn^ents to hire workers, such 
^ as .womcn/tninorities. and people with limited education whom they 
H would not have hired in tfie absence cf federal funds? That, is, will PSE 
< ^ have a long-run effect on the composition of the work force? We tried to I 
" gQther information on this topic in our two rounds of riisearch. Dis- ~ 
entangling the effect of PSE from the effects of other factors is difficult C 
^ . at best, but some generalizations are possible. ^"^ /v^^ -' ^A )^ , 

, We know tht^ in the short temv cities are quicknplndude the many 
• . ' women and minorities among PSE workers in the statistics on municipal 
^ ' employees that they seftd to the Equal Employment Opportunity Com- ; 
: " V mission, evidence that they are improving the opportunities for these ; 

: ^ groups. As to the longer term, we know that many of the PSE^workcrs' J 
f who mak^ the transition to regular jobs in the government slay in the 
* tageocies„where they^were first assigned.^We can deduce that eventually r 
these. people will grow in numbers and will affect the composition of 
V *^ these agcncics,/but we cannot^o^r that changes are caused by PSE be- / 
fesii^cause affirmative action programs are also having some cffect;\A3 



We have also foimd some evidence fliat dealing with PSE employees ;^ 
* lias led some jurisdictions to discover that they.can usefully employ many 
~pcople eligible^orsubsidized positions inTegularjbb$==^for examplerthat--;— 
person does not need a high school diploma toVorlc on a sanitation^ , 



/. truck. Mere ore excerpts of reports from associates in two cides that illus- 
tratethisdevelopment;-y?//r3^-x^':^^^ V'^^'-x. ^ fru^. ' 

In our opinion, C£TA hosldemonstrated to the city that hiring disadvantaged 
^H^i^workcrs can be done successfully if attention is paid to problems of managed 
ment. Perhaps tlje nio%{mportant service prqvidedv by CETA has been the;^ 
ft:H5j^'scnsitivity'* tniining prc^ram which-has been^ p 

^M^forcmen on the worksites in which CETA' employees have been located. ThijI 
training, according to observers, has *'spilled over'* aiid generally improved : 
attitudes toward mmority and hard-tOHsmploy recrui j^. --i- - ^ 
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„ : ' . participants arc hired. Every entry-level, position is fiHed with PSE participants 
. moving to permanent city employment. Consequently, the .composition of the 
; . new hues is almost identical to the composition of the PSE labor force. 

- , ^ , -^^ Research Approach and Definitions / 
. ^ . , . /'^ , ^ 

> The field associates gathered information on the employment ahd fiscal 
effects of PSE in forty jurisdictions .and were asked to use information 
- • obtained in five ways: \ ^ ' ' / 

' " Interviews with officials of the jurisdiction. This source; was of 
usefulness because the federal government's legal ban on thfr'pse 
^ of funds for displacment inhibitecljocal officials from talking cancfidly, 
; even /hough they ^vere assured under our agreement with the department 
V ' of Labor that ^ve would not publish data on displacement for.any par^ 
ticular- jurisdiction and that the information gathered would not be used 
•^ ^ for enforcement purposes. Although many officials remained reluctant to 
;: . ;discuss the displacement issue, others provided important' information 
and insights on the program's net empl^ment effects. 

; 2. Observations of the actuaftasks performed by PSE participants and 
. - interviews with first-line supervisors at job^sites. * , 

/ / . 3.^ Examination of overall budget and employment conditions and% 

trends.- ^ * i^'Cv /^'^^TrL 

1 • ' Examination of budget 4nd employment data and trends for the 
" \ agencies in wjiich PSE participants were employed: 
\ \ : ^ ^\ Assessment of any changes in public demand for the services being 

, J provided by the government. - ;hv.- 3 -t— ~ ' ~ 
t '\ larger'jurisdictions^ihe large n^.mber of agencies and 

proje cts emplo ying PSE workers made it 'impos'sibTe to observe the ta^^kg 
of all workers or to interview all supervisors. Instead, we used a sajipling 
~ technique that is doecribed in the appendix. r 
. ; - Describing an approach that was fairly typical of that of 'the other 
associates, an associate in a large city told how he gathered information: 
' Thcjmp6rtance>f each type of data has varied depending on the-type of em- 
' ^ ploying agencies, availability of data, and our own experience. 
,5-^ - " positions in city^departments'wc placed a heavy emphasis on the 

, overojl fiscaKconjiitions along wUh information on budget and employment" 
c patterns "hrjidasscsshients by local officials, the latter two types given equal but 
tl^z:^ secondary weight. Finalfy, we took the overall fiscal condition into account. 
; For the smaller *not-for-profit agencies and neighborhood organizations, 
> / °"C?y^luations relied heavily on the specific tasks performed by PSE partici- 
Cz ^^f/^^^y^^ demand for serviccs-^Discussicns with agency personnel helped 
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^ " clarify data questions'and aided in identifying problems in subcon ' 
ccdure. Finally, J)atterns of cmploynicnt were also considered. ' ► 

^; i? ^ . Before^the research began, field associates and central staff for the re- 
" \ \\ \ search project agreed on th^ following definitions of v;hat constitutes job 
VlJl I creation and displacement: ^ ./ ^ - - * 

> JOB CREATION ^ * -^-^J' 

^' ^\ New progfams and services. Cases in which additional programs or 
] ; sehiices were provided with PSE fupding that- would not otherwise have 
^ / been undertaken, ' ; , 

; , Special projecis. New, pnc-time prpjects lasting tone year'or less that 
were undertaken witli^SEfun^s/v; : ; 'I:, -^^^ ^ ; ^4 
Program expansion. Cases in whicU the level of service was raised or ^ 
. ; ^ services were improved under existing programs by using PSE funding. . 
' Program maintenance. Cases in* which PSE employees were used to 
. : maintain services that would have been curtailed without PSE funding. .. 

'1 ^ JOB DISPLACEMENT- ^ . . ^ 

i ; ^ ' Transfers. Cases involving the transfer of existing state and local gov- . :> 
;i r'V ernment positions . . ' . ' ^* 

' Rehires. Casesin whic^ the government laid off regular employees and 
V . then reliired*them vrith pas funding. - ^ ^ . r 

; , - ; ' \: i, Contra(tt reductiori. Cases in which PSE participants* were used to pror \. 
\z>^^^Jlif.!^ pi" to work on projects^ that had been, joijionnally would be, 

ri/;;V], ]\ ; Potential hires. C{ises in which I'SE pirticipanls were hired to fill por . ; , 

j/. --sitions that otherwise wduld^have been funded with other revenue/J. / J 
S'^rj.^^^::: Our definition of "special projects" is more restrictive than the defini- / 
^'^-t > tion iiinhe law. Under the law' as of 1977 all title VI public service em- ^ ^ 
L r ployment above the sustainmcnt level had to be devoted to projects with ^ ~ 
h^t^d duratioiTdf one year or less. Ocal officials, coulci use tfiise projects, ~r ; 

f ' ^ however, to expand br^aintain programs where they could demonstrate : ^ 
Jli TL,' ^/^^^ programs would otherwise have been cut or kept at a constant . . 
v'^i'\il^^'^^ ^ this study we limit the definitiofi of sppciar projects as a^sub- : 
category of job creation to new activities; this definition does not include : ^ 
- ^ prefects that expand^or avoid reduction in ongoing programs.^ , . ^ 

>ff?-;^'6^^7~/^' ' V^'^^^ 'o!^ ^: ^^~''J'^^]^'\r^'l \ ~ ' 

:^y^\\ f % PSE Pro-am Changes during the Observation Period " , v. /A ^: 

" ''-;>\Thc period between the first observation in July 1977 and the second - 

llobservationjn December of that year was a time of growth aqd cbangeSW^ 

i. < sr^ \ 4ffliEiS 
m 
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i:^! ^"-^^^ program nationally Carter economic stimulus package 
4 was implemented. The analysis^ takes into account the following develop- 
rmehts in thcs<j six months: , . • 

- . - —The number of positions filled with PSE funds mor& than doubled 
from 3.10,000 to 626,000 nationally. (The jurisdictions covprcd in ou^ 
. research employed a total of 61,828 PSE workers in December, or about 
^' . . 10 percent of the national total.) n -it, ' 

, .'^ -r?^oject positions increased their share of the total in the sample 
. .^from-'about one-fourth in July to about half in December, fhe^tcriri 
. • : ."project" is used here in the way it is used in the law— anything that pro^ 
~ -J vidcs an employment level or enrollment beyond whnt existed in titles 
, , - n and VI before the expansion of tiie program. 

r-Thc principal governments— that is, governments that directly* re^ 
V - ; ceived PSE money— retained a smaller share of all PSE workers for their 
.own departments. In July tiiey were keeping 70 percent of~all positions- 
in December they were retaining only 52 percent This increased practice 
subcontracting PSE workers to otiier agencies affected both sustain- 
^^-mcnt and project positjons. Thc^rcentage of sustainment positions re- 
^ ;^.tamed by tiie principal govemnlents in tiie sample dropped from 79 per- 
/-'X cent to 65 percent; tiie percentage of project positions, frdm 59 percent 
>to35pcrccnt v-.,;.^.,r,.. , y.^- •■4. . 

-u.^^,..--_Maijj^f Uie positions tiic ^cipal governments did not retain went 
nonprofit organizations, which m tiie jurisdictions studied increased - 
;v 7 . J^c"" ov<Jfall share of PSE positions from 13 percent in July to 25 percent 
>-5!,™Pcccmbcr.-Workcrs assigned to nonprofit organizations accountcd.for 
^...^motti than two-fiftiis (43 percent) of the project po'sitions in December - 
School districts also increased tiieir share of PSE workers, from 7 percent 
r> t ^"^^ ^^''^''^ schools were not in session) to 1 3 percent in December 
[5-- The proportion of positions assigned to other employing agencies re:'^ 
,§rj^ maincd essentially constant ^between the two observation^ Table 2-1 
jr. shows where tiie PSE workc'rs in tiic sample jurisdiction? were assigned 

in December. , ; .c^-,,^ ;-: v 

'Vlf^f^'^ors otiier iHim the changcVin cMi^siti^^ tfieVofifemlio^'cd 
U . above were affecting PSE during tiiis period. At tiie time of tiie December 
^ observation many officials of local and state governments wehe uncertain 
==:^abputtiic4uturc_oLthe^^ because during tiie fall of 1977 

^^cmbcrs of tiie Cartcradmiaistmioirwcre^king-a^ 

PSE into a program of minimum-wage pbs tied to welfare refdrm - 
r Moreover. CETA was up for reauthorization in tiie spring of 1978, and ' 
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7 Table 2-1. Distribution of Public Servke Employment Farticipants^ in the 
Sample Jurisdictions, Oficember 1977 . 
Percent 



- '■31 



Source: Data reported by Brooiongs f^dd associate flyurcs -^ ro*. rounded* 
• Leas than percent. ' ^ ^ 



, ^ i' Agency ' ' 


Sustcdnment 
positions 


Prpject \ 
positions 


Total 




^ Principargovcrnmcnts - 
School districts 
Other local governments 
State agencies 
Federal agencies , ' ^ ' 


^ 65 - 
4 


35 ^ 






* 12 
6 

- 3 
1 • 


52 
13 

-6 ' ^ 
4 


* 


Nonprofit organizations 


' ~ ' 10 


43 


25 




Total. ; : 


100 


100 


100 




Addenda: 
- Number of positions 
Percentage of total i 


^ 33,785 
54 


28,043 
46 


61,828 
100 





the program or reducing or even eliminating it because of concern over 
^ the issues of displacement 'and ineligible, participants. In this^ situation 
^ many local govemments,were hesitant to^i^ly on PSElo supply workers 
% for basic services and consequently >vere more likely to subcontract work- 

ers toothed agencies/^' A ' ' ' - ' 



Employment Effects 



■mi 



As a result of the changes in the composuicTn of the PSllprogram and _ } 
the uncertainty about its future, the proportion of all jobsllue to job '^ 
creation increased and the proportion jlue4o displacement accordingly, 
decreased bctwepa July and December 1977. ^ 
s L Fbllowing'are the percentages of all PSE jobs (both those retained by!5^^ 
Kprincipal governments and those farmed out) 'that the field associates m 
ifound represented displacement in the sample/jurisdictions for each r 
^ observation: . ~ 



J!uly 

"December^ 



Sustainment 
"positions 

TW Z 




Overall 

i - - 18. - 



ft: IS. 



1 * 
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f^^iT?!'!^?-^-: P«/n6ttf/o/i of Public Service Net Bnoloyment Effects by 
fM:Type of Position, December 1977 
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~ \ ' ' ^ * Sustainment ' 


Project 


Overall. ' 


/ ' V -V - positions 


positions 



f\#:*?-? New services'' ' - ' '9* 
IL-Iy^i^^&ipttrision of existing sew ,47^ 
^5^*" Special projects r ~:\' V ^3'^' 



C^;:^:' ft)t'mital hires ' 
•i^Jti'vContract reduction 
plhcr 



^ 90 


85 




.19 


14 




. -'^ ^'•/40^'-- . ^ 


44 




. . 24 


, 13 




6 \ >' 


15 










10 - 




l|--f of displascmcnt inqrcascd slightly among project 
i0: po?itionsrthis rate iBmaincd lower than tllit for sustainment positia»8:.V>-^ '• °7' 
^|J?^)?S^ ?°"^'^;f'^ficr share o|,^l posiUons went to project, positions V /r^:^^^ 
^f::-:^«a?-toiSH?^'y^"?nt posiUons; tne dverall displacement rate dropped 4^' 
bctwMn^ulyan^eccmbcf."'^^^^^^^^^^ f V. .^O.-*,^;.^- i^^r^] 

^Si^ then,iv^ the PSE progrmn was well into a " • 

growtli rcsulUng irbm the Carter administration's • '- --' t vSl 
|^s'^?^i?^*""f P«»ckagc, 85 percent of PSE jobs in our sample juris-^ - " • 4 V^' 

*^^^?5* 5^P"'**^"*f^ i°P. creaUon and 15' percent weri5 classified as dis^= ^>~^. 
^^placrajcnt: The rate of, displacement was about twice as high for sustain-'" 
l^fj^iFPSiKons— one in fivc^as for project posiiioni— one in ten.V 
g?$^MT«*!c.2-2 indicates what contributcdjo -these overall ra'cs. It shows --' 
Ii;. what proportions of PSE jobs fit into cdch of the four categories of job /^'-^-T^ 
1^^ ^°"f categories of.'displacement iiilthe judgment of the fieir — = f 



_.^.Aasspciatcs.,_. 



mm 
.'^thouglfniSst 




( ;> ■- . - J^^'^innjeni positions had been in place for the longest period" " ^"12^ 
S^'vL- - - sustainment posiaons bad bcln fillcd/ainEC at least - 

i^-.^^*" ^'^^'^ ^ tl»c Jnifldup and so aomc part of the "^"-^ 

|fe,-tillclIf.«>«»Jjtl3^austalnincnti 
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— -^^''^Thc most commo|i |iypc of job creation was vhc expansion of scfYices| 
^rsuch as longer hours for a government office/ More than two PSE p^^^^ 
^^Jtions out of every five (44 percent) ^^ w^ in thc: 

/ ;^ sample jurisdictions at the tune of the December observation. This fact 
/' - ~ is not surprising; at a time when the PSE program was adding many new 
\ f participants, governments found ir easier to add workers to agencies and 
\ level of seryices thosa ageilcics^providcd than to undertake 

J^l . -'"'■^^^c^f^ac^^ or to plan new prbfcctajmd^ervices. -^^^-TTr"^^^^ " 

' This report ttovxA field associate in a rural town dcscri^ the'ap- 

-.'1 proach of manyjurisdictions, both large'and smal^: 

^V.v;. \ ~ :No wholly new^rviccs were provided withJ^Sfr positions, and no positions 
^ - . . *^Jwere used to maintain ^rvices which othmirjse would have been reduced. Th& 
;C ' V^l^ town adopted a middl^-groundjob creation'strategy: create jobs that inxolve 
f \ thc pcrfonnancc.of' important tasks with identifiable termination points.^Oo| 

y ^Y'^ not establish. new ^ryaces, ssrvicei nvhich require additional supcrvbors; orj . . 
Jy H < - services which mjiy acquire their own constituency of supporters. Also, do not^ \ ^ ^ 
-I 'Vj . use PS^o maiht^ services'; because in the abKnce of *PSE, resistoiSce to re«|/«\ ' 
WIi- ' ' :"^dUcing the service Icvpl would l)e sutntantial. . . . ' " i^^^ ^ ; . ^ 
ts ^ 'l^.^^ .y. Governments ttscd a smaller proportion of PSE workers to continue - 
V y .X^}^ an .existing Ij^cl of service ("program'mamtenance**) in December th^ . 1 . 
J. /y.V-] they had in July, This drop is a^csult of the rise in the ^oportion of I * 
p^z ""C" project positions, whch governments seldom tued sirajfly^^o matntairi curf " t 
/ \ rent servicejevelsrit also reflects the increase in the prop^onof sus; ^ 
C tainmcnt positions that govenftnents subcontract to outsidtfcfeployers. i , ^ 
) ' The tisc of PSE workera to expand existing services leads 4ill other 
V V-uscs for both sustamment and project workers. The figures for the' other- -gf 
, -J^^ generally conform to congressional intentions for each type of post* 
:P 1 ;}^:; Vipn* Governments used a significant share of susftunment'positions^o * ^ 

maintain programs at their current levels, and used sizable proportions^ ; V 
J7S \ project positions to provide new services or to help with what^eld^"; 

^ 'rcsearchers'definod as special one-time projects that were due to end in a \ 
IfTj ' "^'^^ less. As noted earlier, our definidon of special projects differs- 
^^t^::t ^ ^ from that of the Department of Labor; only one^ulh of what the govr ^ 



-^car or less.- As: noted earlier, our definidon of special projects differs-^ 

liS from that of the Department o^^^ gov-: 

vjernment csl^ project positio hs a ctually sm^ assigned-to whiit wc_call^tr>,) 
V^>p^ciiaprcycit5.f^>^ ^ ^^rM 

^ _ ^ ^ ,^ V-The following is from an associate in a distressed liUge city4--^7- r y~-^^ 
''^r'"^'' The number bf jobs created per dollar invested seems to differ dramatically ^'T^ 
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^^h,gh ,n CBO [community-based organizations] projects. The fact that govern- 

PSE but a lovyef creation rate tharlCBds, is not at all surprising. Certain city 
: departments, particularly the oneslith relatively small numbers of PSE par- 
aicipants,:distm^uish carefully betvyeen project and sustainment workers. The 
, /tw<vtypes of workers;o perform strikingly differenbtasks. These projects 
: f"*:*' computerization project or outreach of social service agei^cies 

; to a new neighborhood, represent the bulk of job creation in the city gov'ern- 
^»ent. Howeyer,oi,ly a small percentage of P^ are involved 

-in project^of this natyre ip city ^vernment, the vast majority (in our sample) 
, are in projectsjiearly id^^ sustainment hifes. This is cor- 

/• ™^?o':|fted byjhe fact tH^t thefe are so many intertitle transfers. The workers 
are viewed as homogeneous labor. On the other ihand, most CBO projects (in 
ouj^mpleX either represent a true expansion of services to a broader clientele 
or consist of workers who: are deemed so marginal that the sponsoring organi- 
. zations would need to curtail their activities only very'slightly in the absence 
or these workers. 

; V Our finding that ^ove^Ttiments otteii use project PSE position^ to ex- 
pand existiog seryices rather than assign them to special projecu 
^ explain the- increase in. displacement for project PSE employees The 

jfollovying excerpt frajff a report by an associate in a large city illustrates 
v^^this pattern::; v:v„.v;^,:V;;;-:; ^ ''■'■/■■•■ ' 

the city thu^ far has been job creation. The ' 
types of PSE jobs created within city goveniment have largely been laborer 
,denca!, orservice jobs. Most of the job creation within city government ha^ 
P"*"^*^ service areas-public works (sewage, garbage), street re- 

''"u ' ^"'^ '"'^^^^ of services 

ra her than creation of. nevy, services or special projects. (This applies to both 
title II: and .title VI--!U£tainment and special projects.) This is the case because 
the cip^ has traditionallv been understaffed and its normal rate of employee 
grovyth has basicallyallowed the city?: to "stay even" with service demands— 
tp^maintain existing service levels, but not to "get ahead." Thys, many of the 
;PSE participants are put to work doing things tliat, while they might not seeni 
like expansion of services to the outside observer, represent eicpansion. They 
are services that have often been planned but have" never been implemented 
dye to lack of funds' and personnel. This is largely attributable to the local 
politKal environment jyhich dictates that^the city maintain a large budget sur- 
plus and a stable tax rate at therexpense, if jiecSssiry, of increased service and 
personnel levels. : ^ 

Job creation, within the CBOs has increasingljr represented expansion of 
services .rather, than special projects of new services. The reason for this is 
that the pressure from the PSE coordinator to meet hiring quotas has been 
best achieved by contacting arid then contracting with larger, established non- 
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profit Social service-type agencies (who are traditionally ^^lort on funds but 
more than willing to expand services if funds or personnel become available). 

Displacement . , 

The]most common kind of disjilacement is th^ category of potential 
hires, Both in the'sustainment and the project pajjts of the program. The 
associate for a large cify reported what obtains in'/many jurisdictions: 

The effect of displacement is to hold down the number of personnel which the 
city would otherwise hire to expand or maintain sfervices. There are no dra- 
matic effects tha,t I have been able«to discern. Mostly, agencies seem to begin 
by buying' a little temporary budget flexibility. Some appear to cross the line 
Jnto displacement quite inadvertently.^ 

♦ From another large city: * ■ -^l^ * 

In most cases, displacement in this sample seems'^o be a result of hiring indi- 
viduals for jobs which would have been created^ithout PSE. Several subcon- 
tractors of all major types, for example, have used PSE participants to staff 
new facilities or prcfgranis which would have required regularly budgeted em- 
ployees in the absence of this funding source. In other cases, hiring of clerical 
and other workers for projects' which are not fully underway and/or assigning 
them less than full time to PSE activities and projects has produced ^ome^dis-: 
placement; This latter type of displacement seems particularly easy with cleri- 
cal, maintenance and similar positions with easily U'ansferable skills. ; 

While £Ell of these instances seem likely to be consciously planned displace- 
ment, more obvious forms such as hiring of former employees ancl transferring ^ 
workers tp the PSE payroll were_ not observed. But, considering the city's 
literal interpretation of regulations and fairly careful monitoring of eligibility, 
it seems unlikely that the.city would Have allowed any of these more easily - 
traceable forms of displacement. In addition, given this monitoring, rehiring 
or transferring would require a chain of cooperative conspirators from the ^ 
level of department superiors to the PSE unit. 

The rates of displacement in table 2-2 are for all PSE positions, those 
retained by the governments in the sample as well as those assigned by 
those governments to other agencSes. Below are the displacement rates 
(in percents) calculated separately for the PSE workers the governments 
retained for their own departments: ' / ^ ; 

* ' Sustainment i > Project 

, positions . positions Overall 
July . 24 7 / 21 

^ December* ^ 23 ' 18 ^ '22 , 

v^he changes among retained positions l)asically parallel' those amo*ng 
allTraE positions. Displacement rose among project positions but re- 
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• ^ inaihed lower than;the rate among sustainment positions; because project 
•-^'positions,took a la>ge share of all positions, the overall displacement re- 
mained essentially the same for the two observation periods, -v - ■ 
In evaluating these changes, we kept two things in iilnd. First, the July 
^ and December observations occurred in the same fiscal vear for many of 
the jurisdictions in our sample. t)ther researchers hav^e suggested that 
displacement is likely to increase with each new budget cycle as govern- 
ment officials take stock of the services PSE workers are providing and 
decide whether or not tp hire more regular workers or tb keep existing 
ones. If this suggestion is true, and it at least makes good sense, then a 
•latef Qbservation is likely to show a higher displacement rate, other things' 
being equal. _ ' 

The second pint is that because the figures for the sustainment part 
, ofahe prGgram-iriclude positions authorized under title ll as»well as the 
sustainment portion of title VI, the rate of displacement fbr sustainmeiif 
positions is affected by the large rise in tl^e number of title II positions 
dunng this period./The increase iiyhe number of n»w title II positions 
mdy h^ve held down the amount of displacement observed. Again, in-a 
stable program displac eme nt seems likely to increase over time^ 

- Employment Effects by Class of Jurisdiction ' 

In this section tiie data are analyzed separately for each of the follow- 
ing four classes of jurisdictions for the PSE' positions they retained for 
their own departments: ■ ' .1 
,' , Distressed large cities. Central cities with more than 250,000 residents 
/ that rated relatively high on an index of urban distress,-- developed by 
members of the field study group.= - . 

Other large cities. Central cities with'niore than 250^000 population 
that rated relatively low on.the urban conditions index, that is, were rela- 
tively well off. 

Smaller cities (the largest bdng a suburban city of 1 1 2,000) 
and suburban counties^ . ' 

o 2. Fora disciission of the urban conditions index used to rate urban distress see 
faul R. Dommel and others, Decentralizing Community Developinent (U.S. Depart- 

.J""'"' Development, 1978),' app. 2. A distressed large city ' 

™ H " °^ 'his index. The index is con- 

struc cd by multiplying a standardized percentage of the population in, poverty by 

^LTr'!^"^ °f P'"-"'"' housing and dividing the prJduct by the 

standardized percentage of population change from 1960 to 1975. 
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Table 2-3. Distribution x>f Public Service Net Employment Effects by ■ 
C/fli5 of Jurisdiction^ Principal Governments Only y- December 1977 . 
Percent ' . * . . 





Distressed 


Other 










large 


large 










cities 


cities 


Suburban 


Rural 


Total 


Job creation ' ^ 


69 


89 


81-^ 


82 


78 . 


NcwservicQS 


. > 


16 


/ 10 


4 


11 


Expansion of existing services 


24 


. 51 


AS 


52 


•38 


Special project 


7 


.12 


12 


17 


^ 9 


I^ogram maintenaaft 


* 30 


10^" 




: ,9 


^ 20 


Job displacement 


31^ 


11 


19/ 


18 : 


. 22 


Total 


100 


iiod 


100 


100 


100 r 



Source: Data reported by Brookings field associates. u^gures are rounded. ; 
Le» than 0.5 percent. : A ;. 



v i{ura/. Riiral ci^es and towns outside metropolitan areas with popula- r 
tions of less than 50,000; counties outside metropolitan areas (the largest 
with a population of 105,000), and a state agency in a balance'0^state ^ 

area. [ ' , . - --^ 

V As indicated in table 2-3, the distressed large cities had' the highest : 
overall displacement rate; as of December 1977 they used 31 percent of ' 
thciiLPSE positions to avoid hiring more regular workers or for other 
' purposes classed by the associates as displacement. These samc^ities 
^7 ied aifether 30 pe^ of their PSE positions to maintain program 
levels. This rate of program maintenai\ce was three times higher than the 
rate for the other4arge cities in the study. In tihe distressed large cities^ 
12 percent o^j^e/project positions and 39 percent of the sustmnment 
positions were considered to be maintaining existing services. / 

T)iese figures are not surprising; we expected that the financially hard-_ 
pressed large cities would most readily yield to the temptation to use PSE 
funds for fiscal relief; These cities typically also have high unemployment * 
rates; however, and thus have the'greatest need for job creation through 
a program like PSE. We included a disproportionately large number of 
these cities in our sample precisely because we wanted to see how they 
were responding to these conflicting pressures. 

city: 

The most important ^toV to recognize in analyzing the- PS^ 
effort is the^^^erc financiai cpnstraint which faces the city, its quasi-govern- 
mental agencies, and CBOs. The basic fart is, that the city would have to cut^ 
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'"^ a number Of areal^vithout the assistance .of PSE funds. Other agen- 
cies, such as the Housing Authority and CBt)s, are in essentially the same 
situation. Those organizations have limited budgets, or in the case of CBOs, 
virtually no funding whatsoever. It follows that programmatic needs attendant 
on financial hardships exerted a significant jnfluence over the types of jobs that' 
weije created under PSE; again, here, as noted above, PSE slots were of teTi used 
to maintain or provide basic services. 

( The high rate of displacementin (distressed large cities compares with 
rates of 11 percent for large cities that were not financially distressed, 
19 percent, for suburban jurisdictions, and 1 8 percent for rural govem- 
P^^- For all classes of jurisdictions 'taken together, the rate of displace- 
ment among positions that the governments retain for their own use was 
22 percent. • / 

Employment Effects by Degree of Fiscal Pressure 

The sample governments were also divided into groups according to 
the degree of fiscal pressure they faced, that' is, to what extent local tax 
receipts were dropping while demands for services were rising. The four 
levels of fiscal pressure we used are "none" (shown by three jurisdic- 
tions)., "relatively Uttle" (shown by six), "fnoderate" (shown by thir- 
teen) , andj extreme" (shown 'by fourteen) . Because the classification of 
fiscal pressure is for the sample governments, only the PSE positions 
within Uie governments are included. ' ■ . 

^ In assessing the degree of fiscaJ pressure a jurisdiction faces, associates 
were/asked to consider two kinds of information. First was the objective 
fiscal.situation as shown by trends in year-end cash balances, rates of 
growth in taxes and expenditures, the presence or absence of fund deficits, ■ 
^the use of short-term borrowing, increases or decreases in the tax Ijase,' 
bond rating, and increases or decreases in nominal tax rates. The second 
kind of information was more subjective; included here are:assessments 
by local officials of the capacity to expand activities or add new programs 
or services; evidence of i^creasin^demands'for services^either from the 
public or from mandates from other governments; signs of a local tax 
revolt or refusal to pass a tax or bond referendum; and constraints on the 
abilityto increase taxes. • ■ 

k^:Fiscal pressure," as used here, is thus not tht same as "distress," as 
*aV^e"n is used, in. connection with in'dexes of urban distress. A city 
could be expanding its population and tax base, and thus not be distressed, 
but could nonetheless face a great deal of fiscal pressure. This co|d hap- 
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Table lA, Distribution of Public Service Nci Employment Effects by 
Degree of Fiscal Pressure^ Employees of Principal Governments Only,' 
Titles II and VI . r 

' Percent , 

r Degree of fiscal pressure on jurisdiction 

i 

Relatively 



Effect 


None 


little 


r Moderate 


Extreme 


Job creation 


72 


87 


81 


77 


New services ^ 


11 


11 


10 


10 


Expansion of existing services 


45 


41 


45 


31 


Special projects / 


11 


24 


17 


10 


Program maintenance 


5 


12 




. 7,5 


Job displacement 


28 


13 


19 > 


.23 


Total 


100 


100 


100 * 


100 


Addendum: 










Number of governments 


3 


6 


13 


14 



Source: Data reported by Brookings field associates. Figures ^re rounded* 



pen if new residents and tiusine^ses were demanding expanded ' services 
and new facilities while voters were refusing to approve any increases in 
tax rates that were necessary to pay for those services and facilities. / v 
As table 2^ shows/ the bighesf average^'displacement rates occurred ' 
for jurisdictions with no fiscal pressure (28 percent X and those with ex- . 
tf emc fiscal pressure 1 23 percent) . The displacement rate among those 
with relatively little fiscal pressure wa$ 13 percent and among those with 
moderate fiscal pressure 19 percent. - ^ .-y ^ . 

The results otthe study of the general revenue sharing program showl 
a similar U-shaped pattern for the substitution uses of revenue sharing 
^ fund^' Jurisdictions facing extreme fiscal pressure would be most likely 
; to regard PSE funding as a form of fiscal relief , that is, as a means of 
lowering or stabilizing taxes. At the other end of the fiscal pressure speci 
trum, the governments in this study that faced no fiscal pressure tendedr^ 
to be very conservative on fiscal matters. These jurisdictions gouge their 
fiscal health not by;the existence of a surplus but by its size. Under theses 
conditions it is not surprising that officials would be tempted to use PSE v 

3. Richard P. Nathan, Charles F. Adams, Jr., and Associates, Revenue Sharinf^i 
The SecotidRound (rrookings Institution, 1977J, pp. 33 IT. " ' 
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-funding as an alternative to.raising taxes to meet aff increasing level of 
*- services requir«d by population grcvthl. 

Creating jobs for purposes of program maintenance is closely related 
to fiscal pressure. The rate of program maintenance was highest (25 per- 
cent) for those jurisdictions thatfaced extreme pscal pressure and lowest 
.(5 percent) for those facing no fiscal pressure, although almost half of 
the positions in jurisdictions with extreme fiscal pressure represented 
either program maintenance or displacement. In contrast,, jurisdictions 
"With no fiscal pressure tended to concentrate their PSE positions on the 
expansion of exjsUng Activities C45 peccent). JiirisdicUons facing rela- 
tively httlc or mojlerate fiscal pressure tended to use. considerably more 
of their PSE positions f9r special projects than did other jurisdictions. 

According to an associate in a suburban county , facing .no fiscal 
pressure: ' . / , 

The special project job fcreation activities under title VI really are different 
from sustainment positions in most of the public agencies. There is a. dear 
intent to set up jobsjhat will be self^xpiring when a particular task is com- 
pleted. But, without access to capital. and with limitationron supervisorsT tKere- 
is a difficuUy in dreaming up new ideas that don't se'em^tbtally ludicrous. There 
are a great number of data processing, recataloging, filing, recoding kinds of" 
projects that are related to improvement of the way information is handled. 
. Some leal limits are being reached because of the lack of. office space, desks,^ 
and other equipment. ' . ^ 

Jurisdictions facing no fiscal pressure were more likely to cause dis- 
placement by transferring, regular (ynployees to PSE funding thah were" 
other jurisdictions (14 percent of PSE workers in the jurisaictions facing 
little pressure, 5 percent in those fatfing moderate pressure, and 4 percent 
in thcsa^clng extreme pressure). This Is because when the field asso- 
ciates decided that local funds would have been avaiiablfr to continue to 
support transferred jobs, they classified such .use of PSE positions as dis- 
placement. In contrast, a jurisdiction facing extreme fiscal pressure might 
transfer positions that'had been supported locally -as an alternative to, 
abolishing thep; the associates classified such shifts a&.program mainte- 
nance, and thus job creation. 

Other Types of Employing Organizations 

of arrangements for PSE partici- 
pant^ semplpyed' outside the sample' governments: subcontracting and 
"outstationing:" , " . , • 
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A PSE Worker who is "outstationed" is paid by a government and 
counteii as an employee of that goyerhnient but in fact works for some 
other entity or agency. Generally this is an administrative arrangement 
that^allows smaller organizations lacldng payroll systems to employ PSE 
employees but have their wages paid by; the govemnient that does the 
outstationing. In other cases, particularly in^tfie smaller jurisdictions, it is 
done as:a matter of administrative, convenience. In the second round of 
the field ^kudy 4 percent of the PSE participants iri the sample jurisdic- 
tions were outstationed by the sample governments^ * ^ 

Far more common is the practice of subcontracting positions to other 
govi^rnment'and nongovernment organizations. Underj subcontracting ar- 
rangements, PSE participant^ are employees of the subcontracting agency 
and are paid by that agency,^which is reimbursed on a contractual basis 
;4>y the sponsor government, fortyrfour^ the positions in the 

^ sample jurisdictions t were subcontracted to other organizations in the 
\ si^iond round^30 percent of the susUiinmerit positions and 60 percent 
of the project positions. 

An assocfate described how one large city handled placement in other 
agencies: — * ^ i _ 

Doth sorts of arrangements come up. By and large the CET A office ■operates | 
with outstationing arrangements withJederaLand state o^ces and the housing 
and redevelopment authorities. All GBO projects are coniiucted on a subcon- 
tracting basis unless they are e^ablished in ci^y agencies.! Basically what sub- ^ 
contracting does is to transfer the responsibility for selecting employees to the 
subcontracted agency. For other position!— the outstationed ones—the CETA 
office directly intervenes in the hiring:^ . / • 

As pointed out earlier,'li notable change frpm the first round to the 
second was the incTeose ih subcontracting and outstationing of PSE posi- 
H tions. Although the size of the PSE program roughly doubled in this six- 
month period, a large part of this increase occurred in the number of' 
>^ positions assigned to organizations'X)Utstde the sample governments. Be- 
tween July and J>ecember some of the sanlple jurisdictions J^ctually re- 
^^ duced the number of PSE employees in their own departments and agen- 
ri^cics. Insteadi they subcontracted or outstationed their positions to other 
i^ - organizations. This was particularly true for project positions. 

The governments in this^tudy suljcontracted PSE positions to'several 
1 types of employment organizations-^ther local governments, nonprofit 
'^organizations, school districts, state agencii^,^ and federal agencies. This 
s^spreading of positions among/govpmment»and, more important, non- 
ego veramentlagencics that has^ccurred with growth is an important pro- 
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gram effect that has not been widely noted in the literature. The sections 
' '.that follow discuss each of these other types of sponsoring organizatioiis.' 
OTHER LOCAL GOVERNMENTS. Many governments in the study sub- 
contracted positions to other local governments, both general-purpose 
units and special di..tricts and authorities. The governments in the study, 
it should be recalled, were either jurisdictions that are themselves prime 
sponsors or are part of akrger prime sponsor (consortium or balance of 
state) and receive a direct allocation of positions from the sponsor. 

Atthe time of the second observation the jurisdictions in the study had 
assigned 6 percent of their total PSE ailocations to other units of local 
. government. This was the same percentage as in thf first round. But the 
, overall number of-positions had more than doubled; for project positions, 
the mimber hgd more tiian tripled. The extent of subcontracting to other 
. . local governments-varied by^^lhe type of sample jurisdiction. Large cities 
subcontracted less tiian 5 pkceiit of their total positions to otiier units of 
government; often these units were park and water jdistricts, which Je 
1 closely related to the subcontracting jurisdiction. Many of the suburban 
~ -and-furaHurisdictions4n-thc-sample-are-counties-and4ience-tend-to-hav 
-jPgl^^jffl'ts of g-eneral purpose ggyemmentsjvithin their boundaries. These 
jurisdictions subcontracted slightly more* than 20 percent of thei/pSE 
posjtionsjto other units of government. ' - 

Of tii(( more thali 3,406 positions assigned to other units of local gov- 
, \ emmei< tlje largest proportions were assigned, to cities and towns by 
^ounty governments. Almost as many positions were assigned to housing 
authorities, altiiough- tiiese positions were concentrated in the housing 
>: authorities of a few large cities. The activities of these worh:ers included 
maintaining public housing units, clearing and boarding up vacant hous- 
ing, and cleaning Vacant land owned by tiie housing authority. These two 
categories, along witii universities and community colleges,* accounted 
for 80'percent of tiie positions in other units of local government. Other 
types of jurisdictions included sewer and water districts, -transit authori- 
•: ties, ood park and planning districts. 

; Ten percent of the positions in other units of local government wers 
, , classified as displacement. The increase in "the number of newly created 
=:"positions in tiiese agencies apparentiy*held down tiie tliSplacemetu rate. 
: In tl^e first round of the study, tiie displacement rate among otiic: units of 
• ~loca] government was almbst the same as in tiie sample gov<'4uments. 

J*; - Universities in this case were most often city and county ins; .tutions (colleges - 
r and junior OTlleges^ organized on a special district basis. . ^ 
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f7 ^ NONPROFIT ORGANIZATIONS. By December the recipients of the largest 
it: number of subcontracted i)ositions were nonprofit organizations, account- 
:&riing forone-fourth gf all PSE participants in the second round of the study, 
i: including 1 0 percent of the sustainment positions and 43 , percent of the r 
projecttfositions. In all, almost 1,800 nonprofit organizations had PSE 
i; positions. The average number of participants in an agency was eight, but 
s;^: thisifliffcred by title. Among sustainment positions the average was slightly / 
more than three p^r agency* By contrast, the average 'number df PSEy 
, ^'participants per agency in title Vr projects' was found to be higher- -^ 
^ Mprbximately ten. In any* agency the range was from one.to 120. 
If^ In considering- the data on nohprofit organizations it should be remem- 
bercd that at the thne-of-thcHftttt-field^ positions, had 

ii^^becn in place for no more than two months/ Although some of these par-^ 
ticipants-werc still employed in December, most PSE positions in n{)n- 
^i^prpfit organizations were recent additions and had been in place less/than 

For nonprofit organizations as a whole, the displacement rate for. the 
e:^ec9nd4'i)undTwasT4 percent, much less than the 22 percent rate for PSE 



- :i ^ - . . ' seven months. 



IlL.Mv ^participants employed directly by governments in this^study. Project em^- 
^^.^^^ . /ployees in nonprofit organizations were more likely than project par- 
ytr , ^ .ticipants employed by the governments in this study to be engaged ia 
| - / ; ^ providing new services (20 percent ani.524 percent, respectively) and 
d:^:!VI ! ' ^~ expanding existing services (25 percent and 43 percent, respectively). ' 

% Relatively few employees in nonprofit^organizations worl(ed in wh^t^ 
; ' • , wc (define as special projects. For both sustainment and project positions' 
organizations, the proportions in special projects were lower 
f;/^ ? ^ ' than fcr PSE participfimts employed directly by the governments in the' 
Lvr-, : - , sample. What these figures indicate, and what the associates report, is that 
I: .V' ^ ^™ost jobs were created within nonprofit organizations by expanding ac- 



iitivities rather- than by adding hew activities. A drug counseling agency, 
r for example, was likely to use PSE positions to expand the amount of 
mkcounseliiig it does or to provide the service in new arieas rather than to 
" provide entirely new services!! \ X ■ ^ 
• • , The associafe in a large city reported: 

^ : - ^ - • . / ' ^^^^ 

^ d?In the category of non-city PSE are neighborhood organizations, the Urban^ 

League, and the Salvation Army. As a general rule this type of agency will . - 
1^ decrease, maintain^ expand, or develop its .services depending on the avail- -rnp ^ 
~ J ability^of funds. Although many of thcjc agend» would^hope to continve. 




Mis 



COMBATING CYCLICAL UNIMPLOVMENT / " 25 

projects or jwrviccs begun under funding, virtually none would be able to 
do so simply because of the lack of money. • j. 

Although the associates did nit collect data on the topic,' they saw some 
indication that in some nonpro^t organizations part-time unpaid volun- 
, tcers were r«^placed-by full-time PSE participants. In some cases these 
' were the same persons. We considered such replacement to be job crea- 
: tion because it does provide a,paid job where none existed before. By 
standard sponsor definition, someone who has been doing unpaid work 
■ IS unemployed.or underemployed and hence eligible. Whethtfr this is con- 
sistent wiUi the spirit of the* act is another matter. 

SCHOOL DiSTRiCTCr By December 1977, school districts were second 
only Jo nonprofit organizations a^ Uie recipients of subcontract'ed PSE 
cmpjoyees. More tiian 8,000 PSE participants worked in school districts ^ 
in the sample jurisdictions. As in the case of other units of local govem- 
ment, tiie extent of displacenfient observed in the /econdjound (6 per- 
cent) was lower tiian it was in the first round, apparently because of the • 
large increase in the number of new positions assigned to the schools 
. It should be noted that tiie first observation took place in the summer 
.When school is not in session, while.the later <j3servarion was made,dur- 
. :ing tiie school year. In addition, schooldistricts can use large numbers of 
PSE participants quickly— a highly prized ability when the emphasis of 
tiie program is on a rapid increase in enrollment. These individuals are 
- used as hall monitors, crossing guards; maintenance and lunchroom 'work- 
ers, and instnictiQnal_aidesJhe timing of the" buildup corresponded 
closely witii the school year. ParticipMts in schpol districts, however, are 

often given Uie standard nine-month contract. ' ' 

STATE AND FEDERAL AGENCIES. ;State agencies accounted for 4 percent 
of the PSE positions allotted to the jurisdictions in this study as of De- 
cember 1977. State agencies ate unusual-in that they haveJnore sustain-' 
<ment positions tiian project positions. The probable reason is that state 
agencies tended to be involved in the PSE program from the outset and 
so received allocations of sustainment positions. A substantial number o'f 
tiiRse positions are assigned .to state employment serx'ices. In return for 
hclpjpg to s^dminister tiie PSE program witii verification, placement, and 
referi^ services, state employment services often are allocated PSE par- 
ticipants, and tiiese tend to be sustainment positions. 
. As in tiie case of school districts, most PSE participants assigned to 
state agencies were involved in expanding existing service levels; almost 
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:60 perccntwcrc in this/category. Four percent of the positions in state 
agencies were judged to b& displacement. ^ 
^fpFor purposes of analyzing PSE employment effects, jtatc agencies can 
ibe divided into two categories. In the first, PSE positions are assigned by 
i tiie. state government directly to state agencies. One such assignment w^s 
^actually made by a subcommittee of thp state legislature: Under^'such 
circumstances displacement can easily occur. In the s.:cond and larger- 
categoty^ positions are allocated by a local government, and state agen* 
rcies» like subgovemments or nonprofit organ^ations, must submit a pro-: 
^ posal for positions. Under these circumstances the decision^n the alloca* 
v tion oLPSE positions is far removed from budget decisions regarding the 
^ ageni:y, and the PSE positions involved are far more likely to be used for a 
ijob creation. This second type of circumstance* was also found to appl^ 
to federal agencies participating in the PSE program. Federal agencies 
^!rcccived a total of 259 positions in the second round from local sponsors. 
This is less than half of 1 percent of the positions in the sample jurisdic- 
tions; In virtually every case tiie associate judged these* positions to have 
a job creation effect^ suggesting that the Reparation of budget decisions 
from PSE allocation decisions reduces displacement. . 

Overall, the degree of displacement was lower than liad been antici-' 
pated and probably lower than we Would have jn^^ssed at thelsutset. This 
V ! was true even though the sample was overly weighted^toward those types 
iof jurisdiction that were thoiight to b^^ use PSE for 

f displacement and fiscal relief . Oi^g^method might be inherently conserva*: i 
litive. There are a number of local institutional reaisons, however, why in^ 
^retrospect our finding of low displacement might have been anticipated. ^; 
^Unions and civil service systems — ^both of which would prevent cities ; 
from displacing regul^ workers if the cities tried to do so-^are the most 
jobvioi^.^ Less obvious is the desire of local officials to avoid providing^i 
services with PSE that might have to be continued later out of local fund^. 
^ Finally, there is the phenomenon of program maintenance, discussed later i 
in this chapter. ^ - ' - ' . 



Fiscal Effects 

^rj^issThc fiscal effects of ^ the PSE program are a separate issue from the 
- program's employment effects, eveil though the two are related. r**Em- 
% ployment effects?^ refers Jo howmany jobs were created or displaced by^ 
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• PSE. "Fiscal effects" refdrs to what eventually happened t6 the money 
' that went to governments V'the PSE program.' • ' • 
- There are three kinds of fiscal effects :' 

; ^Expenditure effects refers to direct spending of funds on the wages 
of workers holding newly created PSE positions or on administration,' or 
the use of funds released through displacement for expenditures in other 
areas. - ' . , ' ' . •, 

—Tax effects stabilize or reduce locaHAxes? These effects do not put 
money directly into public empic^ew' hands but do let taxpayers, both 
^individuals and luisinesses. keep a little more of their incomes. 

—Fund balance effects occur when a government decides to hold onto 
any local money it May save by letting PSE Support some positions. The 
government simply builds up a.surplus to use later. 

Both expenditure effects and tax effects help to stimulate the economy 
by giving people money to spend; expenditure effects ^o so directly and 
through the public sectoiv We assume, however, that both approaches re-j 
sult,m an mcrease in the federal deficit. If local governments do not use 
the increasein fundsT)rovided by PSEtiifiiisteadTvart hem in fund bal- 
ances, there IS no fiscal stimulus ana no employment effect eitheF. 
V The first question is a bas^^one. Did governments spend their PSE 
money? The answer is yes. Although as of July 1977 governments were 
leaving 1 1 percent of their allocations unspent, that figure dropped to only 
3.5 percent by December 1977. . - ' " * » • 

•How was the nibney used? As table 2-5 showsfyery little Cent-into 
- Idle fund balances. Eighty-six dollars out of 100 had a direct expenditure 
effect in the public sector, mostl^ thfough job creation, while only about 
8 dollars out of 100 were used to help stabilize taxes. - 

Table 2-5 shows that' 10 dollars out of lOd were used to administer the 
PSEprogram; this is coiinted as an expenditure effect. This figure prob- ' 
abljf^ndefstates slightly th? amount sj)ent for administration, for two 
reasons. First, this figure counts only iSderal money %pent for salaries of 
regular administratiye'employees and excludes PSE participants assigned 

to the offices that administer PSE. Second, the sample includes some smair, 
jurisdictions that do not administer their oWn PSE programs but instead 
are essentially subcontractors ta larger jurisdictions that handle adminis- 
.trative tasks.,".'' :i- ■■ • • . - ' 

Our conclusion is that most money spent on PS&winds up helping to 
stimulate the economy direcUy, and almost all helps to sfimulate the econ- 
omy either directly or indirectly. • • . 
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x7 > . V ^ '^^^^^ "^'^'^ ^Iploymenr Distribuiion of Expenditure and Tax Effects of ' 
"^^^f : }' J, Public Seplc^ -"^ ' ^ ' . ' \^ 




Use of funds 
(percent) 



Expenditure effects 
Job creation 
Admimstration 
Displacement 

ToxclTccls x\ ^ - , _ 
Tax rcduetion^ - "-^ 
' Tax stabilization 

Increased fund balances ^ 
Unallocated 

Total ^ " 

Addendum: ' ' 
Number of governments : 



86 . 
75 
10 
1 

8 



-4 ^ 
2 

100 

38 - 



Souite: Data reported by Brookings Odd <if^»ifltgi. ;-:..-.^--.vr'-: -c 
* 1^ tywn a5 percent; actui^Uy 0.4 percent In this tabulation. 
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Program Maintenance Effect ^ . 



s - associates reported that gavermnents used a sizable share of 
i^^s thcir^SE workers for what We define as program nraintenance---that is; 

keeping piiblic services at^eir previous 
^ mbecabse of a shortage of local money. We consider program maintenance :; 
; to tie job creation since the number of jobs~is greater than it othern^ise ^ 

Would be. We do not conside^it to be displacement, t^ecause displacement 
^ ^ mrans that the city never seriously considered ^ting t^ack'on services . 
^prbut simply took advantage of federal mon^to replace local tax efforts 
; ^ ^arlicr, associates of .the Qeld studjgs gTOHj) at BrSOkinp fOHnd that many 
i^ypncal governments were ushig revenue sharing funds for the some purpose;^^ 
. ' / r These findings raise two important questions. Did public attitu^es^^ 
V toward government spending bepn to change in the last half of the 1 9705? 
Were local goyemmratslsuuting to^^slow down the rate at which th'cy^L 
added jicnY^workers/to liwal.payrolls, perhaps as a result of voter l3ir 
resistan»»^to ]|M|hcM;Jocal taiS»?>J}:l<V^. ""^^ ~Y ^^^^ ^ ^ ~ ^ ~ 1:! 



i^K^sij' .TOcMjquestioM arc impohant)>ecause thc^swers wilf help determine 
l^'^f !f"t£whed^ our estimatw of PSEVemplbyment effects are realistic. When 
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- the field-asso-ciatemciaeaTfiarPSr^^^^^^^^ 

tmn services .at their previous Iq^els, they counted those positions in the 
job creation column rather than the displacement column because they 
determined that the local government would have abolished those posi- 
- tions unless PSE money had come along at the right time. As noted, one 
of the grounds dn which* the associates make this detenriination is Infor- 
mation on changes in demand for public services. .. . 

tor example, the associate in a" large, fiscally pressed city reported- ' 
An examination of the ratio of job creation program maintenance positions to 
all job creation; positions indicates that approximately 25.to 30 percent of the 
city.s creation positions in titles II and Vl-sustainment are program mainte- 
nance; on the other hand, none of the title Vl-project positions S,Z 2, 

!nH ^k"^' '! "''y '^'^^''y ♦'■"♦^ »he programs differdlitlt 

and. beyond the guidelines, is not about to create a possible broblem by filline 
a long-term n^d with (strictly) short-term money. Virtually all of the posi- 
tions we classified as maintenance would have been classified as displacement 
If the fiscal pressure was not so extreme. Title II and Vl-sustainment mainte- 
nance positions tend to be necessary for high-demand services Which would 
be cut in an-emergency. but are now used to maintain services. ' . 

By contrast to our method, an econometric or a simple trend study 
would have determined the rate at which locally funded employment had 
been increasing in previous years, predicted the increase in subsequent 
years based on tjiat same rate of increase, and determined whether the 

- actual rate of increase in loeally funded employment followed this pre- 
diction.' If the rate were Jov,'er than predicted, the difference would be ■ 
ascribeji to the displacement effect of PSE. 

The California vqters' passage of Proposition 13 in June 1978, forcing 
state and local govermnents to ho}d^o>vn spending increases, was of 
course a major event that broUfeht m^ia attention to the "taxpayers' 
revolt." But several researchpfHiave^ted that even before that tim^ 
growth in local public employment had beglin to slow. For examplef 
George Peterson of the Urban Institute testified in July 1978 : ^ 
For the quarter century ending in 1975. local public spending rose year in and 



5. Trend study refers totxtrapolahoHTSniiSjment data as a ba 
yzing the impacj^fJederallTSded job programs. Comparing the trend in state and 
local employment to the change, in the IcVel of PSE. Robert D. Reischauer of the 
Congressional Budget Office estimates that between May 1977 and February 1 978 
when the PSE program was being expanded, the displacement, rate was 4?. percent' 
See Rpbert D. Reischauer, 'The Economy, the Budget, and the Prospects for Urban 

tna."" ^^.^ "'^ ^"^"^ f"' C'"" (Syracuse University Press, 

1978), p. 104. - ; 
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year out relative to national^roau57^3utndunng~^ 

. city expenditures have growaat a much slower rat^han national output. Cities 
suffering economic and population decline have taken the lead in restraining 
expenditures.® ^ 

Similarly Michael Bonis of Ohio State University ^nd Daniel Hamer-^ 
mesh of Michigan State University reexamined the results of an earlier 
econometric study of PSE displacement, and William Mirengoff and 
Lester Rindlcr did j study ^r the National Academy of Sciences that 
used two diilerent approaches to estimating displacement. Both teams ola 
researchers found that equations that allowed for declines in the rate of 
growth of local employment fit the actu^al rate of increase better than did 
equations that predicted a constsuit rate of increase.' ■ 

Further evidence of a change in the structure of government employ- 
ment comes from a close look at figures on theoverall number of state and 
local -employees in the nation, excluding employees of public schools, 

; Between October 1970 and 1978 the total rose from 9.9 millior^to 12.6 
million public workers^an average annxml ratg^ofjncrease of *8?Zpercent.^ ; 
This figuremasks the change that occurred, however. From 1970 to 1975 
the average annual rate of increase in state and local noneducation em- 
ployment was 3.9 pen ••int; from 1 975 to 1 978 it was on ly 1.7 percent. 
This latter figure includes PSE workers as well as regular local and state 
workers. Even'if after 1975 governments began to displace their regular 
workers with PSE workers; the rate o£ increase for total employment 

V would have remained the same. Instead, the overall rate of increase 

popped, suggesting that governments were cutting back on growth in all 
public employment 

6. Testimony by George Vticvson in Local i>istress. State Surpluses, Proposition . 
13: Prelude to Fiscal Crisis or New Opportunities? Hearings before the Subcommit- ^ 
tee on the City of the House Committee on Banking, Finance and Urban Affairs and 
the Joint Economic Committee, 95 Cong. 2 scss. (GPO, 1978), p. 76. 

: ; 7. Michael Boms and Daniel Hamermesh^^*'Study of the Net Employment Effects • 
of Public Service Employment: Econometric Analyses,"; >4n Interim Report to the 

■y Congress of the National Commission for Manpower Policy: Job Creation through 
Public Service Employment, vol, 3: . Commissioned Papers (NCMP, 1978), pp. 89-^ 
149; George Johnson and James Tomola, 'The Final Substitution Effect of Alterna- 
tive Approaches to Public Service Employment PolJcy," /oMrnfl/ of Human Re- 
sQurces^yoL 12 (Wntcr 1977), p^. 3-26: and WiUiam Klirengoff and Lester Rindlcr, 
CETA: Manpower Programs und^r, Locnl^Control (National Academy of Sciences, 
1978)^ app. B. Boms and Hamermesh used a nonlinear functional form; Mirengoff 
and Rindler used a log functional form. * , ^ 

8. Survey of Current Business, various issues. ' • ^ ^ 
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, employment does.not reflect changes in the structure of that employmenti 
when .wejook at differences among types of jurisdictions. Between 1970 

and 1976 the total number of noneducation public employe^^ 
cities m t^^^^^ 

, PSE employees). There were big differences, however, in large cities thdt 
.fac^.a great d^,.:;of fiscal distress and lai^e cities that did not.^T^^ 

■public employm^t in the latter went up by I3 percent, but dropped by 
; 4 percent in.the former. Examples of distressed^ities in the sai^ple ar. ■ 

qeveland, where total public employmem 

troit, wher^ by 8 percent; and Rochester, where it dropped by 

:^^^^groui),idLSjressedJarge^^ 



. .the PSE program because allocations are made largely on the basis of the 
extent of local unemployment,^ tends to be related to the degree of 
. financial stress. The distressed large cities in the sample accounted for 4 

. total state and local employnibnt. This concentration of PSE positions in 
governments that appear in other respects to be departing from the trend ^ 
line of city employment adds, to the difficulty of c^^^^^^ 
^ or trepd studies of the program's employment impact. 
i as larg^cities in the sample were cutting 

: Back ^on local, employment during the late seventies. For example, the 
• «^«'ciate who studied one small city reported that-lhe onset of "a period 
, of fiscal austerity- hardened a ttitiides against the use of PSE positions fo^ 
aisplacement purposes, r V 

LreSdTh?;^^^ completed. Ta^ces had 

^ ^ sensed the attitude of th^ 

nS^J? I • ^"VJ"^'°" the election outcome confirmed theirinter- 
■ maSwlTSt°' ensued, presided over, by the same city 

- an expansionist in eariier years. As the next election 

- With rh "^'^l^'^- ^he cty manager's policy toward PSE has been consistent 

^^mis^atwc climate .s against converting PSE positions to unsubsidized 
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Implicatiqns 



The PSE program is supposed to do many things. It is expected to pro^ 



te the economy quickly; to a^ist 
long time by helping them obtain 



vide large numbers of jobs and to stimuli 
persons who had been without jobs for a 

skills needed, to get private jobs, and provide needed service^o the 
community. Moreover, it is supposed 
tributing to inflation, requiring gove; 
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o do r these things without con- 
inents: to spend large amounts of 



money on administration or supervi^n, or encouraging governments to 
substitute federally supported positions for locally supported ones. 

Two of the questions we sougnt to answer were whether PSE was re- 
sulting in the displacement of nmny local jobs by federally supported jobs , 
and wheth^lr it was helping to^timulate the econom^'We found that dis- 
placemei^was not inconsequential but was lowei/man many persons had 
thought. Roughly one PSp worker in five wa^doing a job that would 
have been^ filled even if the local go vernmen t-r^ad-no t-received PSE— 
money. We Also found that 86 PSE dollars'^out of 100 were stimulating 
the economy directly by providing salaries, and another 8 dollars out of 
100 were having an indirect stilnulus on the econonly^ through the private 
sector by stabilizing or reducing taxes. 4 dollars out of 100 re- 

mained in local fund balances and^were doing little to stimulate the econ- 
omy, while we could not classify^he effect of the last 2 dollar^out of 100 
(table 2-5). - ^ ^ \ . 

^ Our findings; especially those related to displacement, are at variance 
with those' of some researchers, particulsu'ly those who use econometric 
methods. Our results are consistent, however, with what other researchers \, 
have said might be ^expected from' a program of this type and with the 
results of research/on other block grants, such as general revenue sha r- 
rcovciy the results of econometric studies can vat}l^dely de- 

' 9.^ Borus and Hamcrmcsh have called PSE a closed-ended cJUegoncal grant-— * 
c!oscd-cndcd,in that a formula determines how much money goca to each jurisdiction ^ 
and categorical in that PSE money can be used only to hire labor. Edward Gramlich- 
of the UnWcraity of Michigan and Harvey Galpcrof theTrcasury Department have ^ 
suggested that with a closed-ended categorical grant loca} governments can be ex- 
pected to actually spend between 65 and 90 percent of the grant money they receive. 
Gramlich and Galpcr estimated that a program such as general revenue sharing 
would cause more substitution than would a program like PSE. The field studies 
group found through its revenue sharing research that local governments were using 
36 percent of those funds for substitution <when program triaintenancc is not counted 
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~pending-on-the-particular^ssumVtibn^^^ 

dence intervals— that is, the actual figures might fall within a broad range 

..;/.of possible_analysis_.outcomes.-dur results-lie-well within the pos^ 
.. range of values reported by these studies.' ' i 

Several (actors are at work to hold down, the rate of displacement^ We 
. cannot say exactly what the rate. vyould be if each of these factors were re- 
'"°^„^'^i*'"V*^'^^",*°8ether they certainly have an effect. The most impor- 
tant are the following: ; • ; , • ■ '. 
•.—As noted in chapter 1,, shortly-before-our-observations-Coiigre^ 
ii.'is^^^"^'^ the eligibility requirements for the largest part of the prbgram ■ 
and required governments to place one-half of- the new participants in 
positions related to identifiable temporary projects: These changes were 
intended to make it more difficult for governments to use PSE positions 
for displacement; they apparently had the intended effect:^^^^^^^. : 

■—From the start CETA has contained a "maintenance of effort'" 
clause that bans the use of CETA money, for displacement purposes, and 
the Department of Labor flas issued increasihglV stringent regulation^^^^^^^ 
this point. Except in the mdst blatant. cases, these regulation|are very 
difficult"to enforce. The field associates' did report, however, that local 
government officialsjenerally were at least aware of the ban on displace- 
-ment. . ' , i , . / . 

— Lo^^^^^ unh'kely t^^ant their government to 

become dependent on PSE workers for basi'Mvices or forxontinuing < 
- fiscal, relief, because^^ 

officials would be faced vrith a choice'of raising taxes or curtailing ser- 
vices to make up for the loss of federal funds, and neither choice is palat- ' 
able. ' : ,. , , • • " : . • 1, 

-r-NIany local officials in areas facing financial stress are likely to agree . 
with federal officials on the first priority forXise of PSE money; to reduce 
; lucal mi tfi i iployi i ienl aMiiucli as pussjble. - 



y;^e found that lo^^^^ responded to the new eligibility and 

project requjremerits in three ways. . / • 

VW substitution). Thus our finding 6f a 20 percent displawment i^te'is well within 
the limits we mighttheoretically expect based on these studies. See Michael E Bonis 
and Daniel Hamermesh, "How Much FiscAl Substitution Is There in PSE7V /nrfuf. 
i:rial Relations Research Association, Proceedings of the Thirty-first Annual Af eel- 

- tngs, August 1978 (Chicago: ;IRRA. 1978). pp. 180-97; Edward Gramhcii- and' 
Harvey Galper. J'State and Ix)cal Fi^^^^ ... 
Brpokims Pajrers on Economic Activity, 1:1973, pp. 15-66; and Nathan' Adams, 
and Associates, /fevenue 5Aann^, p. 310. • • . • 
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"T~Firstrthey-developcd projects -that^were di^^^ 
merit's regular activities or that included activities that otherwise would 
not have been doni^Under the law, however, governments were able to 
expand activities oi* to undertake new services that would last more than 
one year and still call these activities projects. Only one-fourth of the ac- 
tivities that governments undertook wit^ the project portion of the pro- 
gram were really what the associates yetermined to be new activities that 

^)Y?}*l^jast one yeajr^and then 2 

- Second, governments concentrated more on hiring low-income persons 
and persons who had been ui^employed for long periods.: We will discuss 
this effect in detail in trie next chapter.. 

> Third, governments subcqntracted'more position^to outside agencies, 
especially nonprofit organizations. This increase appeared to be caused 
not only by the, stricter eligibility requirements and' tlie projecjt require- 
ments, but also by a s^^cific requirement in the regulations that one-third 
, of new funding should go to nonprofit organizations, and by the inability 
ot regularlgoyeniment-departments to supenrise "more PSE participants 
thftp they already had. pur findings showed less displacement in positions 
msggned to nonprofit agencies, so the net effect of -this change was to re- 
aUce displacement. 

Tlw us back to the theme discussed in the first chapter— 

the trading off of objectives in the program. Although changes in the pro- 
gram have ,reduced.displacement,^jvhat is the effect of these changes on 
the>alue of the on-the-job training provided? Do the jobs in nonprofit 
organizations provide experience that is less likely to lead to unsubsidiz^d 
employment? Does the. use of projects make the program less useful to 
local governments to the extent that officials may stop paying much atten- 
tion to it? Are the agencies that can fill slots quickly the ones that provide 
the best work experience? As the program concentr ates on the more disr 
advamagedrdoes-itrenrot^people who require more training, supervision, 
and supportive servld^ than ^are likely to be available in a program of 
public employment? 

V We do^not.yet.know the answers to these questions, but the associates 
have followed recent developments in PSE and have some idea of the di- 
rection in which the program is going. According to a preliminary assess- 
ment based on the discussion at a meeting of the associates in October 
1979, the' result of the changes made by the 1978 reauthorization of the 
legislation has been that the prograiyi now serves an even more disad- 
vantaged population than before, provides jobs that require lower levels 
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of Skill or no skills a; all and that pay less, and places more workers in 
...nonjjrofit organizations. The combination of stricter eligibility require- 
ments, lower-wage jobs, and increased use of nonprofit employers prob- 
ably means there has been less, displacement than there was before." But 
as the program puts more and. more emjjhasis on the structurally un-' 
employed, concern about displacement, should .lessen. Because Congress 
has imposed a limit on indi><Wual tenure in- the program, what was dis- 
placeqient in YcountercyclicaTprplram may be seen as.^n effort- toVtimu- 
lat8lransition3tc unsubsidized employment in a stnictural program. 
. Although the revised program is likely to create more jobs many of 
these jobs pay lower, wages,, require less skill, and in the case o| trainees 
or aidfes„less direct involvement with the rejgular local government work 
force. As a result, persons jn these jobs will probaSly receive less' train- 
ing on th^ job and fewer df them^will move to unsubsidized emiiloyment 
It IS also probable that the value of the services provided by the prograln " 
participants, particularly ^a^-viewe^ by the local program operators, has 
been reduced. ' , i • - _ . ^ _ 
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CHAPTER THREE 



Structural Unemployment 



; The primary emphasis of public sl^rvice employment ^t the time of the 
^s^z^July and December 1977 field observations was countercyclical job cre- 
ation. But the structural objective of human capital development was 
never very far from the surface and reemerged as the dominant PSE goal 
in the 1978 amended version of the Comprehensive Employinent and 
vTraining Act In 1977 the program was expanding rapidly. Most of the 
' ^ participants were in projects, and increasing ntmibcrs were placed with 
nonprofit empl/v^rs. Because PSE might again be called on to counter 
recessions, it is important to consider \}hether a program designed for 
^ that purpose can also serve structural objectives. -n^^ ' ^ ^ "^"^ , 
mThsoj^mtigfi are neccssiuy for PSE to succeed as a structural program s 
-First, itmiust target program activities to the appropriate people. Second, 
it must create training opportunities for those people „where they can ob*^ 
taiiT skills needed to get and hold decent jobs. Third, it must help those . 
piii^Kpeople make the transition from subsidized public jobs into unsubsidized 
^ jobs. This chapter is an examination of how well PSE has done these 
; three things: ^ v;, i J- r ^ - r ^ :/ ^ ~ 



.Targeting/ 



' Congress/has decided that the positions funded by the PSE program 
should fbcus on persons who have been unemployed for long periods or ^ 
w who show other evidence of labor market f ailure. This policy rests on the 
t^idea that the structure of i today's economy requif es^ v^orkers with skills ^ 
^i^that enable them to handle increasingly: complex information : and ma* : 
ir^^ chineiy; People who do not have such skills have trouble finding jobs even v 
^^^^when Uie economy in general is healthy: Different theories suggest differ^i 
ff^vcntreasons ter the disparityjDt rates between skilled and 

^ imskilled workers,! but most economists agree that it exists. Thus the un- 
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■f^.'rf* markc^fliay haVe a pool of "slack" labor, while the skilled market 
IB relatively tight.. _ ^ , / 

' - Because of the different employment condition's in the skilled and un- 
skilled labor markets, targetmg to the unskilled minimizes the danger that 
jobs created by a public program will push wages up for skilled jobs, or 
hiat these jobs w,.i draw skilled workers into the program unless there is 
excessive overall unemployment. Moreover, such a public employment 
r^P^ogram will benefit the people for whom it is designed by providing them 
, with job experience. Targeting to those who have low earnings and a his- 
tory of unemployment therefore is supportable regardless of the state of 
the economy . « \ 



—Tpefinrng Target Groups •~~ : 

— * » 

. Even when targeting is clearly desirable, phrases such as "structurally 
unemployed," "unskUled," ©^"disadvantaged" are not adequate for de- 
fining the target group. Nor.should the focus simply be on such demo- ^ 
graphic groups as minorities or women, because not all membcrsof these 
groups need help. The operational problem is^to define the target group 
so that PSE participants are drawn from a population needing human 
capital development while assuring that the program does not directly 
compete with nonsubsidized job opportunities. No targeting criteria can 
pcrfectiy,channel tiic PSE program to the appropriate group, so it is prob- 
ably best to focus on mdicators of individual labor market failure. In tfiat - 
^ context it is useful to think of four labor market "layers; which can be de- ' 
p.- scribed (tiiough not precisely defined) as follows:' 
^c\.vT — The top layer consists of persons who hold stca^jlis Md need no 
spcciallabormarket assistance;- *' * ' 

" " ~?^^fcon£/(owconsists of workers vntii definite skills who usually 
d gooaloBrBiit m^c-raia-ofl-in^^ 



- , .\ w*»«M«»^t», MA«rJ UlUJ 

< lack scmonty^or may work in industries tiiat are most sensitive to eco-' 
nomic downturns, such as building construction. They typically n(Jbd 
shOjTt-term rcUcf tiirough income transfers or temporary employment. 
>.--:■ r-*^*^ tMrdlayer^imaAa up of persons with more long-term problems 
TT^iosc who cannot find satisfactory jobs because tiiey have inadequate 
^ ,skills, face 'discrimination^ or lack information about tiie labor market, 
p They arc likely to have lowJncomes and to be jobless for long stretches 
even in prosperous times. These persons need. temporary jobs and traih- 
\ mg and job exposure that will iiclp them move to more stable employ- 
" - ment . - ~ . . . , ' 
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: — bottom layer consists of persons who lackbasic work and com- 
munication skills necessary for holding jobs other \han temporary un- 
skilled positions. Some have attitudinal or emotional problems; while 
others may lack the ability to follow directions and >^rk independently. 
These persons may benefit from a highly structured progrimi of remedial 
education, training in basic work habits and r dimentary job skills, and 
counseling, rather than PSE.* , . * 

The third labor market layer includes tliose people for whom PSE is 
an appropriate structural program. Those in the second layerNalrcady^^- 
have greater labor market skills than those likely to be developed ifi PSE. : 
Those in the lowest layer are not currently prepared to fill the typtes of - 
-positions that are typicdly created' through \cr- ~ " 

vices in addition to employment - ; . \ 

Defining the target group is much easier thaiPreaching it. Targeting re\ 
L strictions are set by the^ederal government, but states and, localities actu- 
ally create the jobs and select the participants. In that process there is 
. " considerable conflict, since local employing agencies try to hire good 
: workers, while the federal government constrains their choice through re- 
j)i, „strictiohs on the jobs and participants.* ' 

We cannot determine how well PSE actually reached the target groups ' - ^ 
in its first few years becat^e data on participants' .employment and eam- 
* ings before they enrolled in the program are incomplete. Program opera- 
_I:L^orsjdidjCollectjlata:onjlemographic^haracteristics;jhesejlata 

that the PSE participants were not much different from the rest of the "^^ 
* employed population^ \ i^. .Uj^rf / -^t^^ /^^-^ 

We can gain more information on jtihe characteristics of PSE partici-v> - ; 
pants from the Qj^tinuous Longitudinal Manpower Survey, an evalu* I r:" 
. - ation effort i|^m)^y the U.S. Department of Labor. The survey takes 
nnnuni nq^rfffTamp1o< nf cnrnllecs under the Comprehensive Employ* 
ment and Training Act and J collects information on employment, earn- 

" ings, and family iticome tor the year preceding program participation and — 

' for up to three years after program entry. These data, presented in table 
3-1, show that many of the participants had experienced a great deal of 

^^^ ^^^i^^^l: The of latnr market layers is a way of looking at program target groups. 

It is not intended as a theory of labor market segmentation but as a way of categoriz> 
t ing the work^relntcd n^ds oPworkers and potential labor market participants. 

2. The PS£ objectives of local governments are explored in chapter 4. The posi- 
|tion ^takcn_ there isjtuitpub^ government :^:;mm 

> objective' and that as a result local governments often attempt to hire the hat avafl- 
' able workers intq^PSE posiUohs. V - /. - - " "J: 
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. labor market dkiiculty. Fo^' example, considerably more than half of 
-^those-enroireay the third quarter of fiscal year 1975 were either unem- 
, ployed or not in the labor force Tbmediately before program-entry, and 
almost three-fourths of them had earnings of less than_$4J)00 in the pre- 

- vious year. This is not the expected labor market experience of those in 
. the middle of the skill distribution. Nevertheless, the participant char- 

, acteristics indicate <hat the PSE program was not drawing heavily on 
i^minoritiesryouths,-or women, the groups considered t6 experience the 
—most difficulty in finding lasting jobs. ' v - ^ 

, . Shortly after PSE began in July 1974 Congress and the administration 
began to receive reports on the characteristics of participants. Although 
the program regulations for 1974 required that participants be unem- 
ployed or underemployed, the characteristics of enrollees under these 
rather loose guidelines did not differ substantially from those in the Pub- 
lic Employment Program, which had been criticized for lack of targeting. 
'■t As noted in chapter 1, Congress in December 1974 responded to ris- 
■ ing unemployment rates by expanding PSE, in parfby adding a new PSE 
romponent/unaer title VI, The new prb^am was to aim at a more disad- 
vantaged group in PSE by setting lower ivage cciUngs and requiring that 
, new enrollees had to have been jobless for thirty days before program 
entry (or fifteen days if tiie local unemployment rate exceeded 7 percent). 
,-With unemployment rates reaching new.postwar highs in earl/ 1975, 
-however, eligible- liarticipants were abundant. Most"of th"eTriajor labor ' 
-market areas had unemployment rates in excess of 7 percent, many work- 
ers had few job alternatives, and the^argeting package did not prove to 
be very restrictive. In fact, PSE was toutcd largely as a countercyclical 
program during this period. The characteristics of participants suggested 

- to many observers that the bulk of PSE particip^ts wouid find jobs on . 
- the i r own when tb c-ec-eHemjtimpfevedr^ie^^aoi^eem ed to be lar- 

geted to workers in the second layer of the framework described rariier, ' 
ithose who needed only temporary relief. ■ -'"* ''-\: 
^ The character of.tHe progij^m in tiiis period also attracted tiie attention 
of government officials. The 1976 Employment and Training Rep6rt of - 
the President was somewhat apologetic in noting tiiat "the economic situ- 
ation led to an emphasis on public service employ ment 'tiiat temporarily 
diverted program attention from the basic developmental goal of b'otii 
tities I and II of CETA."» But as the rec«4sion waned, anotiier problem 

^'"P''^>"""« <^ Training Refp.i of theVresident (Government PrintinB 
Office, 1976), p. 96. - - - - - \ . i . . * .: 



New public service employment participants (percent) ' 



I Characteristic 



Under 22 ■\ L. 

^£diinatioti ' 
?^ 8 or fewer years 

lMorcthan:12ycars^ 



October-December 1977 



January- 
March 
1975 


October- 
December ' 


July-- 
September 
1971 • 


All public 
service 
A employment 


Sustainment 
'positions 


Project 
posi^igns 


24 


21 


22 


23 ^ 


21 ' 


22 


13 

» 


12 


12 


14 


. 12 


' 14 


9 


6 


8 


8 


., .•■,«•. 

9 


8 


15 


15 


19 


16 


M2 


20 


44 ^ 


40 


36 ^ 


39 


42 


35 


32 


38 


36 


• 37 


37 


38 


* 71 


60 


64 


60 


60 


' 61 


29 


40-» 


36^ 


40 


40 


39 . 



White, 



Jncmployol'wlMm imtcnrf "program 



icmploycd 6 xnonihs out of previous li 

7^^ V ^ 

J^^' NolNto labor force 6 months out of prcvipus 12 
Aimual famay.iocomc below $7,500 



JI^A Eftminas ilH^rcyious ycar^ 
UMUanSl,C3qp 

^V'^Oipamonu of Ubor i 
i§;fj.^tlUl ttinpte «ru brier 



66 
23 
8 
3 

49 

n.a. 

n.a. 

n.&. 

73 
30 



68 


62 ' 


59 


63 


22 


29 


30 


24 


6 


7 


: 8 ' 


10 


3 


2 


3 


4 


56 


63 


64 


61 


30 


46 


41 


37 


25 


26 




26 


^61 


72 


68 


62 


70 


86 


80 


- 78 


42 


57 


45 ^ 


40 



55 
37 
6 
3 

67 
44 
28 
75 

82 
51 



tot, MarcA imrtoi^^^^^^ EvaluaUan. Employn^nt and Training AdmlniitniUcm. US 

llbe Brookinp iLpl" ^ ' P"?^*^'> "npubliihcd datat^ta art from a national aamplc of new public acrvicc cmploymcm o^^ 
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became evident— that of getting tfie layer two workers to move out of. 
PSE when jobs were available in the private sectorffSe .combination of 

j:^rather loose restrictions, onlbcal supplementaUon to federally paid PSE 

Swages and the lack of any specific limit on U^^ length of time a person 
could remain in PSE meant iUjat there were some stable, well-paid PSE 

' positions that participants did not have much incentive to leave. Local 
governments that. had taken an interest.in the services provided, and thus * 

- in the qualTty of the emplojjees, did not want^to push these people out. 
Although thpse workere may have obtained considerable -job training, 
they probably did not need it to locate and hjAi unsubsidized positions. 

Because' of this situation some policymakers and analysts became 
concerned about whether a single job^creation program couid both coun- 
ter the eff^ of a recession and combat stru'ctu 
program tlmt accepted anyone whcrhad been jobless just before entering • 
the program Would take in'two^ypes ofperspris: those who were only ; 
temporarily unemploycjd and those who were chronically disadvShtaged.^ 
As we see it, the needs of these two groups differ. Policymakers also i 
.asked a second question: Cduld a program 'operated by local govern-. 
ments,'who presumably wanted to obtain the most productive workers to ^ 
help provide services, successfully focus on helping' low-skilled persons 
who had bocn unemployed frequently or for long periods? 

Congr^ tried to pro^de answers to these questions in 1976.' As noted . 
in chapteivl; the reauthorizatiori law passed that year created short-tem, 
projects to which some new PS^ workers would be assigned and further . 
tightened eligibility requirements to concentrate on persons with low in- ^ 
comes and long histories of unemployment ' . . ^ . 

The project portion of PSE was roughly"cquivalent to the expansion of 

-4he-pFegfamrWhile-ihe-pfe^usl)r^^ 

Half of the vacancies arising in" the sustainment positions' were subject to 
the same participant eligtoilify requirements as the projects. The net effect 
was to create a two-tiered programf-In^cffcct, Congress was offering local ^ 
governments a compromise. the local jurisdictions would operate part 
of the program under fairljr rigid participant restrictions, they could have' 
more latitude in thejcst of the program. ^ ^ , • 

Th&participant data for the last two quSterTof calendar year 1977, as 
shown in table 3-^1, suggest that the 19^6 targeting provisions moved the v 
PSE program tow^d those who had experienced more labor market diffi- 
ailties. These data are for new prograiirefitrants only, not for all cn- ; 
rollccs. From the last quarter of calendar year 1976 to tile last quarter or^^ 
1977 there was a^ov.dng proporuon of newly enrolIed.participants who > 
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Table 3-2. Public Service Employment Participant Otaracteristics, 
^^^djrSampley^by Class of Jurisdictiony Titles II and VL December 
3lj977 y . 
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Fuhlic service employment participants (percent) 



jCharacteristic 



Distressed 

Jarge 
— cities- ' 



Other 
cities ' 



Small cities 
atid suburban 

—'-counties — - 



Rural 

-areas ' 



: Male 

Minority 

Under 21 years of age . : 
Less than 12 years of education 
: ^Unemployed 1 5 or more of 
: 20 weeks r 

AFDC ifamily member 
Economically disadvantaged* 

Addendum: ^ / ^ ^ 
Number of governments , 



67 
68 
21 
27 

77 
20* 



58 
61 
19 
14 

69 
10 
73 



8 



61 
24 
18 
20 

58 
6 
73 

11 



.hf^r*L?^r*^n ^S"!?^ Brookings field aMOciatcs. The percentages in this tabic arc the averages 
ihcn^^ ,„ thcdass, TTiisU thcequivalent ortreatingca^^ 

: .;.a;.i<t tlTc time these data were gathered an economicaUy disadvantaged person was defined a, a 

Aeonvf^v"?""?"' 70^ ^"'""^ for welfare payments who« i^ome di^ not ex^' ' 

the poverty. Ic^^ not exceed 

, AhUC « Aid to families with dependent children. 




:v in the year before thej^^ had very low earnings or had been 

.■unemployed for long periods, or both. This growth is most evident in the- 

: data for Octobei-JDecember, 1 977. Persons who entered 1he program in 
the third and fourth quarters oi 1977, especially those assigned to project 
/ positions, had lower incomesT and had been unemployed for long periods 

■ ^more commoi^y than had participants in p2:evious years. On the basis of 
^ these data, we can conclude tl^t in 1977: the program moved toward 
? ^^^^ structural labor market problems. 

; ■ two rounds of the PSE study focused on the program during 

y this period of change, the last two quarters of calendar year 1977. During 
thet July 1977 pbservatio program was under pressure to meet the 
expansion schedule authorized in May of that year as part of the Carter 
r. administration's stimulus program. At that time most of the project posi- 
. tions were still to be filled. By the end of the December observation the 
P^^S^^'^^^ a figure equal to roughly 

80 percent of the eventual peak of 750,000 that was reached in March 

■ , & data gathered in December are ^ 
sho>yn in table 3-2 by class of jurisdiction and in table 3-3 by type of pb- ' 
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Table 3-3. 7'wft//c &ri^ Participant Characteristics, Study Sample, by Class of j\diction andTynejJ' 



Position, December 3^1 , 1977 



Distressed large cities 



Public service employment participants (percent) 

y -. ■ - 

Other large cities ^ 



Small cities and- 
suburban areas ^ 



\ Rural areas 



dum: 
r^of governments 



8 



11 



10 



.1 



fSi^l^:^^^^ ^^"^'^^-r-^ -'^^^ mcansforalliurudictionsin ihc cla.^ TT.is L the equivalent V Lat^ 

^^^^^^^ 

' AhLK, =» Aid to families with dependent children. » . / 

m 



Characteristic • ^ 


Sustainment 
position 


Project 
position. 


Sustainment 
position 


Project 
position 


^ Sustainment 
position ^ 


Project 
. position 


Sustainment 
position 


Project 
position 


Male 


69 


65 


58 


59/ 


58 


63 


63 " 


\ 62 1 


Minority . 


61 


73 


64 - . V 


60 


23 


20 


26 


' i. . - , 


Under 21 years of age 


21 . 




20 ' ; 


*16 


16 


18 : 


/, 16 " 


!• 


Less than 12 years of 
















education ' 


28 


•25 


- ■ 13 * 


14 


20 


" 20 


21 


■ i 
32 i 


Unemployed I J or more of 
















... '] ■ 


previous 20 weeks 


57 ' 


91 


. 60 


77 


44 


75 


■ 47 




AFPC family 


18 


29 


9 


11 


6 ' 


■ ; 5 .. " 


8 


^. ^ i- 


Economically disadvantaged* 


63 


88 


• ' 65 V 


80 ^ 


60 


83 


58 
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sitioft, that is. project and sustainment positiorJ^articipants in sustain- 
ment a^ project positions were different in several respects, especially 
in t]fz prbportions who had been, unemployed fifteen or more of the pre- 
'.vious twenty weeks and those vyho were economically disadvantaged ' 
This difference appears in all classes of jurisdictions, suggesting that the 
PSE program prpjects were targeted heavily on the lower layers of the 
labor market. • - . 



The program expanded quickly and shifted its target population but 
not without resistance by some local governments; The field associates 
found that local oflScials in some areas were reluctant to expand PSE un- 
dpr the stricter eligibility requirements, and many _^t they had enough 
PSE workers. Some oflScials opposed the '1976 eligibility requirements 
because they felt that the eligible population was too difficult to supervise 
and could not adequately perform the kinds of jobs the local govempient 
had created, especially given the speed of the expansion in the last half 
of 1977. A number of officials said their agencies did not have the super- 
visory personnel, .work space, or training capacity to effectively use un- 
tr^ned, disadvantaged employees. ' o 

; Wost associates said they thought the locabgovemments would have 
problems m trying to expand PSE under the eligibility requirements. 

Foj) example, an associ^TB for a large city reported that "local officials 
are about at the end of the rope in terms of creating new projects and jobs 
that will work using the current eligibility requirements." Siijiilarly an 
associate reporting on a. rural county commented: "It would be difficult 
to accommodate an increase in PSE slots. The current? targeting on the 
hard-core unemployed would have to.be liberalized considerably.',' 

:Such reports introduce another question about targeting: Can it be 
pushed too far? Between 1975 and 1978 tightened eligibility require- 
ments, along with restrictions on wages and project duration mbved the " 
program in the direction of concentrating on those with serious labor 
market problems. On balance, this is an appropriate shift. But we should 
not overiook the costs associated with it nor assume that these costs will 
never outweigh the benefits. Itis difficult to assess all the costs because 
PSE has many objectives; gains and losses may appear on different b*:^ 
ance sheets. For. example, gains, in targeting may be accompaniej^ 
losses in the production of local public services. We must talk about how 
much targeting is appropriate in tha^ontext of all the objectives of PSE 

and of the nature of the bargain between the federal and*16cal govern- 
ments. . .^^S**,,-,. ; 
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How Far Should Targeting Go?: ^ ^ K V - > ■ 

Local resistance to tighter eligibility requirements seems to stiffen 
when local officials perceive that they are dipping into what we have 
calleBThe botFom layer of th*Flabor~m'a"rketrTh"e"p^^ 
licvservice s does not dominate all the decisions about the program i^jmy 
; jurisdiction, but tliSi^are"fe\vnS/hMFit~^oes 
The greater its importance the more the local government! is concerned i 
with the performance capability of the PSE participants. 

Many of the participants sampled in the field study held jobs similar 
to those filled by. regular employees. They worked directly with perma- 
nent jobholders and, as the legislation requires, were paid comparable 
wages. One indication that the. program was valuable to localbfficials was 
the extent to which. these positions were judged to be program mainte- 
nance, meaning that they allowed the continuance of esseiWal services 
. that otherwise 'would have been : curtailed. PSE participants, however, 
need not be employed^in regular^goverhment activities to do work that 
officials feel is important. In fact, the criteria for selection of projects and --^ 
nonprofit proposals often include the value of the services. : ; : 

One option open to local governments that are unable to hire good em- 
ployees for Jiiese positions is to refuse to create PSE jobs. As noted, the 
1976 targeting regulations led some local officials to resist; it is possible 
that efforts to push targeting further may threaten the federal-local part- 
nership necessary for a successful program. . ' 

^^^Our study has found that the PSE program has moved steadily toward 
serving long-term unemployed and Ip^income people, belying the myth 

• that PSE is largely made up of higH-paid jobs to^^^^ skilled partici- 
pants. But they also show that tocar^rogra^ operators try Ho avoid tfie , 
bottom layer of the labor market This interplay, and balancing 

. tives is characteristic of the progranu Fuithermore', even if PSE is consid- 
ered only as a structural program, it should focus on those who can make' 
the greatest training gains^ Based on the proposition that PSE is not the 
most appropriate training program for bottom-layer workers and that in- y. 

; creased eligibility requirements may threaten local cobpe^tion, we con- - 
elude that targeting caago too far. Certainly the most disadvantaged need 
job experience and exposure to the rules that govern the world of work in • 
ordinary employment. But they may also need, constant supervision and 



basic skill training that the eni|io?i,^^^ at the local level are not 

willing or able to provide/ 

' 1 raditiSnilly, Coinprehensive;Einpl,5yment^ndlSngAct progrkm^ 
. . : i"S«'"«on?! or formal training for participants. In assessing 

these programs analysts generally determine the cost of training, duration 
of enrollment, and skills to be acquired. The chief characteristic of P§E 
however, is that it provides jobs to the unemployed; To assess the training 
effectiveness of PSE, we must consider the training impact of the work 
expenence. Through such experience, participants may leani specific job 
skills and good. work habits and improve general skills sudh as following 
directions andcommunicating with fellow workers. " I :* 
The besf way to determine whether such trainiiig is effective would be 
to test the participants' skills before and after they had participated in the 
program; an altemative would be to copipare parUcipants' later earnings 
with those of a control group. Ixjdal governments generally do not give 
befpre-and-after skill tests... however, knd a comparisonywith control 
groups IS expensive ^nd requires tc^o mucb time for itffmediate policy , 
feedback. The approach followed here is to set up criteria for the mbst 
appropnate approach to training in a program like PSE and to assess hoW 
well the program meets those criteria. \ 

, ^fl'^'o" that Determine Training in Public Service^mployment . ^ 
In judging thejeffectiveness^o^ ^^^^ ^ 

r ^participants, the nature of the jobs, and the extent of^upplemQntaiy train- 

PARTICIPANTS. The people who are most likely to gain from training 
PSE are those in what we have called the third laboi: market layer 
Those m the second la yer already have adequate skills; those in the hot-- 
r V. '♦. The 1978 amendments to the Comprehensive Employment and Trainini^Act 

• Sr' !?""", ''"'' have focused the 1979-80 PSE. program on a more disadvantaged 
participant group than that enrolled in 19771 .While local reactions to thesexhang« 
«^t!-.'^HlK''''l'?^"'''^ r^''* show that njany lotal governments have 

curtaded theu- PSE involvement, citing the new restrictions as a primary cause 
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torn layer need either additional preparation before they can benefit from 
job experience or more jojKelated services than most employers are 
willing to provide. ^ 

JOBS. A job that provides useful training is one that requires skills that 
are related to those used in regular unsubsidized positions. This Js ipost 
likely to be a job that contributes Yo a needed servi^ 
ployer and the supervisor are concerned about the quality of the work. - . ■ 
Dead-end "jobs" that i|ive~PSE~participants no contact ^^ith; the regular 
work force h^ye little relevance to future employment and may even stig- f 
matize participants. ^ 

The best training opportunities appear to be in the regular government ^ ?" 
departments. Managers in these departments are concerned with getting ■ 
results, and thus are more likely to jnake some effort to train and super- ^ 
vise their workers. Further, PSE participants in jhese departments can ^ 
learn job skills from the regular employees with whom they come in con- . 
tact. Many local govemmfint managers view PSE slots as trainee posi- ; 
tions for regular openings that will occur as a result of expansion t)r turn- 
over. In these instances the -trainees" are actually doing the same thing 
they will eventually do as regular employees. An associate in a large city v 
report^: -'As the Title 11 workers . . ; seem to hold the most responsible -mm^: 
positions of jail PSE participants . they* also receive the greatest amount 
of training.". ' ^ ^ ^ . \ - - 

Because project PSE is restricted to tasks that have a limited and defi- v : 
nite duration.'^participants in these jobs are less lil^ly to move to jobs that v ^ ^ 
use the^kills they obtained in PSE. One associate concluded: "Relatively/ 
speaking, the least amount of training is provided under Title M projects. 
. V . In a project lasting 12 or 18 months the costs of training and.time lost 
yis too high to wairant spending any effort in training inarginally skilled 
workers." Another associate had similar reservations^ about the project 
employment: "There is a real question about the premise of such project 
activities as a training ground for future employment in th^T^ublic sector. 
The 'project/ while discouraging displacement, has the effect bfencourag- 

_ing tfrelfiVflncg." [ • ' L ^ 

Participants in nonprofit organizations also tend to be involved in spe- : 
cialized activities with little opportunty for direct transition. Thesft^ar-^ 
: ticipants may receive significant snecific training, but .most: field asso- ^ 
dates felt that this training is not as applicable to other, employment as 
that obtained by PSE participants in regular government departments. . ^ 
Participants in project positions or in nonprofit organizations may receive 
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significant training, but it is not as likely to be applicable to other employ - 
> :ment. As the associate in a suburban county observed: "Many nonprofits 
; cannot provide unsubsidized j^sitions and therefore, even though PSE 
^r:^workerxafe:,needed and acceptable, they cannot be transitioned [thatTis, 

transferred] into nonexistent posiUons." 
~— ^ The _wo_rst- training-opportunities occufivh^n local-goveniments treat 
PSE as a throwaway program for the unskilled and assign particiiiahts-to 
cleanup jobs or Jatai them out to service organizations to work in jobs 
that have few counterparts in the ui\?ubsidiz.ed job market. In a large city, 
th^ associate reported: "The general attitude is that 'with these lower- 
skilled jobs, a person doesn't need special training beyond the work expe- 
rience itself. Tide VI special project positions should go to; the least 
skilled persons— and of course these positions are the ones that the de- 
partment or agency has no obligation to train [peoplefor]. . : ." Another 
associate reported that in one balance-of-state prime sponsor,- title VI " 
speciafprojects are.almost a disaster. "It is hard to k^ep them [employees] 
anound at all. We don't give them much training, because it is not worth - 

L6gislativBvre^^^ PSE in the interest of targeting may also 

^^lJ™| the traim^ the limit on >Vages restricts 

participants to low-paid jobs; as a result,, supervisors may expect less from 
PSE workers; and regular employees may feel threatened by "cheap Ja- 
bor" and may^ refuse to cooperate in training participants. 
f suPPLEMEKTARY TRAINING. Some persons who have had serious prob- 
: lems in finding and keeping jobs in the regulai^ labor market may need 
some help in addition to what they Jeam on the job.^ This help may take 
the form of extra supervision,jome classroom skill training, or job coun- 
seling. But these supplementary activities should not be the chief form of 
training; participants are most likely to obtain the skills they need by 
working on the job. Where extensive training is needed before employ- 
ment, jt should be done through some program other than PSE.^^^^^^^^^^^^^ ' 

,j - ' " : J - 

hD^es Public Service Em 

If we judge PSE bn the criteria listed above, we can conclude that it - 
has a great potential for training participants. The particigg'nt data sug- 
gest that most local jurisdictions are now enrollipg more participants from^^ 
th6 group that can benefit from PSE on-the-job training-^those in what 
we call . the^third layer of the. job market— rather than from those who* 
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already have significant job skills. A large portion of PSE jobs are in de- 
partments and functional areas where local governments are committed 
to providing services. Just because PSE has potential for offering train- 
ing/ however; does not mean that it fulfills that potential. How well^ 
participants' training needs matched with training opportunities PSE pro- 
grams offer? " ~ . " ^ A : 

.Reports from pur field associates reveal a wide disparity in the at- 
tention to training among^he jurisdictions in our sample. Most jurisdic- 
tions had no discemibl^training policy. So little supplementaryjraining 
was offered that, overall, it was judged to be insignificant/ 

In fact, in the vast majority of the sample jurisdictions the training of 
PSE participants was not a major concern of those administering the pro-^ 
gram. While this is an important finding, considerable informal training 
on the job occurred even in jurisdictiQ(|s where it was not an important^^^ 
objective/^ * . j 

Somc 'of the best training opportunities were in jurisdictions that had^^ ^ 
both fiscal problems and a large population of persons with chronic labor 
market difficulties, as shown by high unemployment rates and large num- 
bers of persons with low incomes. Due to extreme fiscal pressure, local ^ M 
officials in these jurisdictions, used, PSE positions for essential services, 4 
thereby creating "real" jobs within regular departments; iraanwhile the 
heavy concentration of unemployed and low-mcome perfoni in-.the prq- 
gram^lorced managers to deal with the training needs of participants. : ^ 

The training opportunities in these jurisdictions occur precisely because 
of the primacy of government service production as a local PSE objective. 

From one large city an associate gave this report: ~ < > / - -i 

Where govcrjomental units emjploy additional people they behave in a pre- 
dictable understandable Itashion. Within the enforceable constraints Im- - 
posed by the law, they hire the best people for the jobs. When they design the \ 
job, no prior thought is given to the needs of the persons who m^y be available ' 
for work at the allowable wage. Consequently, the^two most frequent criti- \ ^ - 
cisms of PSE are that workers are not qualified for th& positions that are open 
in the local area and that the allowable wage is too low^ These are two sides o( *-&:m 
the same complaint and reflect a'concem with the job to be done rather than 
the worker. 

Another associate described a similar attitude on the part of local pro- 
gram officials in a large city "PSE participants >are sel^ctcjd to meet the 
demands of the jobs; jobs are not developed to reflect ihe skill level or^^^^^^^ w 
charac teristics ol elig ible participants. T his situation is true for 99 .per-^ : 
cent of the matching of jobs and clienu." T ' ' 
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This extensive attention to th^ jobs rather than to the participants is 
consisterft with the lack of training policy and supplementary training. The 
training gains were pften judged to be substantial in these areas, however, 
because training was. frequently required^ to. improve the workers' per- 
formance.^Ih many jurisdictions these gains'occur as a result of the ^ 
^- jioabetwgen f ederal and local objectives. The federal manda te to enroll 
the long-term unemployed directs the program to those with training 
needs; while the local interest in public Services creates the jobs from 
which training gains are possible!!^ . \- \ 

^he opportunities for on-the-job t the targeting 

ol^ctives are bypassed. Some jurisdictions successfully avoided enro^ 
ing the people who can most benefit from PSE, even under quite stringent 
eligibility requirements. Others fired or pushed out the participants who 
could not perform well on the job. Still others had two-liered programs 
Where the good jobs were reserved for tK^ participants who were most 
job ready and the participants most in need of training were shunted off 
to jobs with little training potential. In spite of these cases, however, the 
training piqture in areas with no; training policy and little concem^for 
^*^? ^''^i"i"g needs of participants Were better served than it seemed at first 
glance. The training is just as effective when it is done because the super- 
>asor is qoncen^ as'it is whenTit occurs because someone is 

concerned with participant needs. 

V In other cases the local governments serve^ the appropriate targejt pop- 
u^^on but did not create job§ with training potential. Local officials in 
th^e jurisdictions saw PSE as simply another federal relief program for 
the poor. The PSE jobs required little skill and provided little opportu- 
nity. ' • - - 

The following excerpt from an associate's report vividly portrays just 
such a situation: 



The extent of PSE training is very limited and consists of nothing more than a 
})rief orientation session. In fact, one of the most common complaints ex- 
pressed by city department personnel administrators is that the program pro- 
yides for no training. The hard core unemployed are suddenly pluiiged into the 
setting with very litde counseling other than the brief discussion of work 
habits, etiquette expectations,,etc., that occurs between the PSE applicant and^ 
the counselor for the city department in which the applicant is placed. These 
Kicssions usually last about 15^30 minutes. There is virtually no supervision pT 
on-the-job training. One personnel administrator summed up the situation^as 
foIlpv^s: **The program ;staned out as a good idea— a way to train people. 
However, the way it's being done is, 'Here's: a body. Put it to work doirig4ny- 
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1; :: thing you need ^done/ They don't even check to sec if the perscm is doing the 
^ B^?t^%ork his job description says he should be doing. can use them any way 

we want. They wouldnYknow, or care." 
ijj^a According to the associates some local officials felt that the restrictions 
^Fi^onreligibility, wages, and duration of employment were so constraining ; 
;^ that it was not fruitful to ur e PSE participants in regular functional activi- 
tfesrThese~officials"clevelopeam and^Ieaniip projects and spe- ~r 

cial community services that offered little training.' 

Even within a single jurisdiction practices vary among departments 
and employers; Top local officials may. set guidelines and objectives, but 
they seldom make the actual hiring decisions of take a dif ect role in ere- f 
ating^jobs. As an associate from one large city reported: -^ere is built-in 
tension between the manpower agency, which wants the positions de- / 
signed to fit eligible participants, and hiring agenci06,^vhich want partici- / 
pants to meet the demands of the positions.'^ Another said that "PSE z 
positions are most likely to bb designed to fit the characteristics of eligible 
participants, in title VI special projects, city departments, and departments 
and agencies with experience in participating in federal jobs programs." ^ ^ 

To sum up, training situations in PSE vary widely among and within 
jurisdictions. The targeting restrictions have promoted trainiqg in most ^ 
areas by pushing jurisdictions to enroll those with training needs, although : 
_^in some cases the push may have gone so fanthat cities stop creating jobs a 
with valuable training content; It is clear that the interplay of participant t 
needs and job content must be»given careful attention in designs to im- 
prove training output and ttmt on-the-job training provides the most sig- ^ 
nificant gains from a job creation program. 

Transition * y 

In considering hov^well PSE participants make the^transitionffrom 
subsidized to unsubsidized jobs, one must also coasid^ what kind of per- 
son enters PSE and what ecoriomic conditions prevail in the jurisdictions ' 
that use the greatest numbers of PSE participants. Moving PSE partici- ; 
pants to jobs in the private market would b(j easy if those participants al- 
ready had job skills when they entered the program. Similarly, transition 
-. would be easy if the local economy were healthy and plenty of private 
. jobs were available. But PSE is aimed at persons who lack marketable job 
skills and at areas vrith high rates of unemployment. If transition were : 
easy, PSE would not be needed. ^ ' — ^ 
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y At the time of the second field observation, the federal regulations for' 
title II encourajged local governments to try to place half of all partici- 
pants in unsuUsTdized. employment. The title VI regulations also set such 
a goal, adding that it should be met "to the extent feasible." Because most 
jurisdictions targei^PSE to. the long-ternr unemployed, a goal of placing 
most participants directly into unsubsidized positions seems ambitiou^' 
especially in the distressed areas. Few jurisdictions met this goal. Most of 
;,th^ jurisdictions we studiedLdid nof set specific transition 
In a^major metropolitan city the associate noted: 

The transition to unsubsidized empto^^ ha^ pot been good. ... There seems 
to have been created a pcrmanem^cardre of PS&subsidized individuals. Little 
effort IS made to place these employees Xnto unsubsidized jobs b^ause there is 
no cost to failure and no incentive to succeed..Transiti6n is not the concern of 
local officials; their concern is securing morS PSE positions (the countercycli- 
cal mentality). There are not significant differences by title. 

Local officials appeared to be unsure abQub the local employment possi-\ 
bilities and the future state of the econora??tfn addition, some local offi- ' 
cials noted that they were unable to ke(to,tra\k of participants after tliey 
left the program and thus could not al^qiia)ely report on placements. . 
Some were concerned that confirmed placement rates always' give the " 
minimum transition rate and understate program success^ 

Although few jurisdictions had specific transition policies,- this dpes ^ 
not mean they had no interest in what happened to participants after they ^ 
left the prog^m. In fact, supervisors often gave PSE participants pdid 

loolc -for regular jobs. Managers also frequently regarded PSE ' 
participants as candidates for vacant positions t^^^ in the depart- 
ment or agency.where tKey are employed. 



For example, the Associate in one large city reported: - 

T^e is no policy within the city withjegard to a particular rate of transition. 
Officials pay lip service to the principle and provide good anecdotes of success, 
ful transition, .but thby;are unable to delineate a particular transition policy or ; 
to provide good data to help us understand current transition rates. It should 
also be noted that the city does encoufage transition and provides ample notice 
of vacancies in permanent positions as well as ongoing counseling for PSE 
employees to apply for and be tested for regular city positions: ' , y 

pocal officials' greatest concern about transition from PS^. tq unsub- 
sidized employment's that it'does not entirely* depend on how well the 
program is operated. Even thoughxtargeting'^may be appropriate and some 
training accomplished, transition may be'difficult. ' • 



\ 
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j^r^'^i^^.^^^ri: , * Ettch jurisdiction had a number of reasons for low. transition rates. 
A - Among tlie most frequently cited are that state and local governments 

' ^ \_ had imposed general hiring limits on agencies; participants lacked private- 
'sector connections, and private employers resisted hiring those whose 
: ^ ~ P^^^ employment record in the private sector indicated an inability to 

L^_„4 hold a job; participants failed to pass civil service or other employee ex- 

r:.;. ^ aminations; and the region had few job vacancies. None of these reasons 
^ 1 indicates a direct failure of the program to target or train. ^ 

^Somlc of the more concerned local officials made. vigorous transition 
- ; , efforts. An associate in a larg^ city commentedvi** Attempts to maximize 
transition include efforts to improve relaWons with Employment Security, 
y efforts to improve the PSE image with local firms . . . and v^rith local labor 

leaders, and a policy of hiring only PSE participants for regular entry- 
level positions in city government.'.' -* 

Another city planned to make transition and training'a crucial factor 
fi^; in awarding contracts, to closely'taonitor transition efforts, and to with^ 

draw PSE slots from city agencies that did not meet trailing and transl- 
iion objectives. I ' 

^ Thus transition, the last step in the successful sequence of structural 

^ policy, is the most difficult t6 attain. The structural program aimed at 

trainiijg the unskilled can onlyjucceed if there are jobs at the end of the 
processv^ That step requireTa healthy economy and the removal of some 
^ hiring restrictions, conditions that neither the participants^ nor program 
operators can bring about. Program operators do, however, have the 
^ r power to emphasize the potential placement of participants and to train 
with that end in mind. 

\ ' J. 1 i I _ 

{'^l Implications and Conclusions 

: In this chapter we have looked at PSE as a structural program by con- 
side^g its targeting, training, and transition potential. Conclusive judg- 

g^. ments about the success of the actual operating program are diffictilt to 

% make for several reasons, including the fact that some of the factors tiiat 

•^1 - may indicate success are beyond the control of the program operators. 

rff - - For example, program operators usually must simply assume that partici- 

^ : \ . pants' are trainable anti that private-s^cctor jobs will be available for those 

: who complete the program. Another 'difficulty in assessing the success of 

\ * PSE is that, as noted several times in this volume, it is a program with 

~. ... / - ^ '\ • ;^ 
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multiple and sometimes conflicting objectives. PSE could undoubtedly be 
a better structural program if all other goals were sacrificed. General 
a: conclusions about training^and transition are difficult to draw because the 
program ^differs among ^areas and program- sejgniehts andf beciause it has 
^ . chan ged in size and purpose several times in the past half decade. \^ 
~ vS^ In the absencepf Ipetific^^ success, we~have tned to con- 

sider the conditions under which PSE is jnost likely to offer long-term 
labor market gains to participants and have-compared the actual program 
to that ideal. In doing so^^have given attention to' tKe interaction of 
structural and other program objectives, taking into account some of the 
political factors that shapa the eventual outcome. A major theme of the 
field study of PSE is that the PS^ program is a policy bargain among con- 
Micting interests. Nowhere is that more evident than in the analysis of PSE 
as a structural poliqr. 'J^ « / 

One of the most interesting conclu^ns reached here is that ttue ten-> 
sion between conflicting interests may strengthen certain aspects of PSE 
as a job-training progrlim. For instance, federal officials want PSE to fo- 
cus on themost disadvantaged, while local oflScials y^rant to use PSE par- 
ticipantjsr^provide useful public services. The result in some areas has 
been that the program enrolls people .with real labor market difficulties, 
though not necessarily tiiose at the bottom of the labor market ladder, 
^ and then assigns them . to jobs in regular government departments. As; : 
' noted, it is just those departments that offer the greatest training and 
transition* potential. Even though the local governments must limit P^ 
workers to low-wage jobs, this result shows that a workable compromisl- 
has been reached that has considerable promise as an element of struc- 
tural policy. . . ^ /* ^ ^ 
^ : 0 f?or all program components within 
jurisdictions, have reached such a productive compromise^ Some ateas 
use PSE funds :without generating theiraining opportunities that will lielp 
partidpMts find permanent ^ployment. That can oc^^ 
the^jurisdiction hires persons' who do not require training or because the 
jobs require littie skill and offer littie training, or both. ^ ^ ' 

In any case the PSE program constanUy responds to changes in fed- 
eral restrictions and priorities as well as to changes in local conditions. 
;;rhe$c changes may improve or damage PSE as structural policy; The 
problem is that because a successful structural program depends on so 
imany interrelated features, any particular change may not have the in- 
tended effects. Specifically, the field study shows that frJeral restriction 
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on >yages, duration of program enrollment, knd participant eligibility may" 
hann PSE's ability to combat structural unem^^ If federal rules 

require governments to, pay PSE participants le^ than regular govern- 
ment workersrthe local jurisdictions may not be able to create jobs with- 
■ a valuable training component./These wage limits, in combination with ; 
stringent participant eligibility ~requirements-;could^ak^^ 
work reliet program where jhe skills used on tlie^^ob bear little relevance 
to unsubsidized employment. In that case train|nig and transition would 
be sacrificed for targeting. ^ . ■=-^ 

^ The workability of PSE as structural policy depends on tUe objectives 
and incentives of the federal government, local jurisdictions, and partici- 
pants. These are shaped and constrained by the law, the state of the econ- 
omy, local institutions, and some strictly political concems.'Because the. 
process is so, complex, and because the program differs from place to 
place and from time to time, we must be cautious Irf making conclusion^ 
about the success or failure of PSE. Nevertheless, the research results in- 
dicate that for many jurisdictions the balancing of interests has resulted 
in a targeted structural program with considerable potential. 



.CHAPTER FOUR- 
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The, Provision of Public Series 



.M studies of public service employment have focused on . 

the countercyclical and structural policy implications of the program: Yet 
: the services provided by the hundreds of thousands of PSE participants 
"are of considerable consequence to the states ah(i localities where they * 

work. This chiapter is a discussion of the types of services prdvided and 
^ the importance of this aspect of the program tq l^al officials. We find 
v that the provision of services is not only an important objective of PSE, _ 
Jbut that it also has implications for the program as countercyclical and 

structural policy. • ^ ; ; • .. j 

^ PSe is criticaLto our view 

of how the progi-am functions. When seen as a federal-local transaction, 
PSE clearly depends on the cooperation of both pm\cs. That cooperation 
IS assured when both parties move toward'meeting some set of accepted 
; goals; To the extent tha local govern men tsSr^ more interested than the ^ 
:^fedei^Lgovenime^^ in tJiV: services that PSE^articipants provide, these 
; services are a key elenrient in understanding how .the program is iniple- 
niented. For example, We noted, in the previous chapter that targeting 
PSE posstions to the most disadvantaged is resisted by some local govern- 
:mentsi)ecause of local attention to the ^^^^^ and the value ; 

of the services^ they provide, 

have oiaintained that targeting is important to the success of PSE 
as cou^ policy and that the ability to target is 

; limited by local cooperation. If these premises are valid, then the role of 
public service provision in fom 

'this point. Because services are an 
important PSE ob^^^ several questions about services. For 

example, to thi extent that PSE creates new jobs, what services do the new ' 
;i9|?ho'^?'^ provide and.why^ to local com- 

Another line of questioning deals with compatibility -among— ^ 
-pSE bbjec to services consistent with a program 
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designed to alleviate the" labor market difBcultierbrthe disadvan 
Do the federal constraints on the program give local governments enough 
latitude to operate the kind of program they are satisfied with? HoV^^are 
the locaLinstitutions, such as public^n^loyee unions and personnel sy§r 
tems, treated in the creation of levrSTgovemment jobs? In discussing ihese 
questions we draw heavily orl the reports from the network of on-site 
observers. V 



Public Service Provision-as a Local Objective 

PSE grants usulally constitute a substantial increase in local govern- 
merit funds. Although local governments may -be tempted to use these 
funds to provide local fiscal relief (discussed in chapter 2) , we- found 
that goyernmenK|ised only a small portion of the funds for this purpose. 
The majorportion of the grants was used to expand local services. 

In both roiia^s of the field study the local interest in the quality of .those 
services was directly evident from the program designs of local gov- 
ernments, wlych stressed the public service output. Such interest, is also 
sh^wn in the local attention to the quality of the participants. In approxi- 
mately three-fourths of the sample jurisdictions, the associates felt that 
participants were selected to meet the demands of the jobs created,Tather 
than the jobs being designed to meet the needs of the participants. In 
most jurisdictions the sequence of PSE employment begins when the local 
officials select positions and projects they think are most , valuable to the 
community, often with the counsel of community-based advisory groups. 
The governments then list" or advertise the positions, and government 
managers select the most qualified persons from among the eligible appli- 
cants. In this process, the interest in public services shapes both the types 
of jobs created arid the types of participants hired. / 

What Services Are Provided? 

' The most direct way to assess the kinds of services provided is to look 
at what participants are doing, and one of the best means to do this is to" 
examine how participants are distributed among different types of ser- 
vices. The field associates found PSE participants in almost all kinds of 
government departments and agencies ^as well as in hundreds of nonprofit 
organizations. Witl^in local -governments the distribution of PSE partici- / 



pants across serv^ types is quite similar to the distribution of all jobs in 
s$n/ices regularly|>fovided by those g^^^ 

The following seriesof excerpts from the reports of associates indicates 
the variety of services that are pro vided. 

; In the early days of PSE the positions w.ere deployed to stabilize primary 
services (i.evpublic works, ^ real pr6perty)^but the new project money 
is being used for more social services. Child care, drug treatment, and elderly 
care are representative of this branching out .into variable services. ' ■ 

• Some educational services would be cut back without PSE. In the school 
district we find teachers, teacher's aides, and'cler^cal workers in PSE slots At 
.the community college, PSE participants run special programs in drama, ' 
music, and vocational training. At the university, many PSE. participants are 
research aides or clerical woFk^. . 

■ / ' ■ ' ' :'■ * 

. Brusl\ clearing, phrk and recreati^ area improvement, record keeping, 
library services; and ktxrial services reqiiiring extensive client contact have all 

been visiblyjmproved by local PSE employmeht;^^^^^^- ^ 

■'. _ / \. "■ : ■' - ♦ - .■ ^ n ■' ■.. 

Two PSE projects have served-as successful pilots which may lead to re- 
gipnal programs. One is a cancer screening and education program. Eleven 
other municipalities have shown -^an interest in sharing in this project. Some „ 
qualified personnel have been trained through this project - " . 

. ^ PSE has been a'stimulus for the creation of many nonprofit organizations* 
in the county which now provide residents with a migrant health cehter, home- 
maker services, crisis intervention centers, and numerous other cultural and 
social service programs. 

PistributioHof FSE Partici^^ ' 

^ Table 4-1 shows the distribution of participants by category of service 
or functional area for the field study jurisdicftons in both July^and Decern- ' 
ber 1977. Both observations-are shown^ere .because ^^^^ r:apid 
buildupvin PSE, especially in the projects; in the interim/ The PSE data 
are presented separately for distressed large cities, other large cities, small 
cities and sub'urban counties, and rural areas.. Also shown is the distribu- 
tion of regular government positions in 1 976 for major cities and counties 
in the United States. Functional areas are grouped into the following gen- * 
eral categories: ; ^ 

Primary service. These include protective services, publicworks/utili- . 



|Table 4-1. Distribution of Public Service Employment Participants, Sample Jurisdictions, by Functional Area J 
. ofJunsdtctton, July and December 1977, and Regular Government Positions in Major Cities and Counties 1976 
Percent .'i ■ ....... 



Public service employment participants 



Functional, area 



Distressed large cities Other large cities 



:{ Primary services 
.Protective services 
Public works ^ 
:,Utiliti^ and sanitation 
Kpeneral adfninistration 

^iSocial and cultural services 
^i^P Social services 

Health' ' 

Culture and arts 

j Parks land recreation • 

--Education 

■ Miscellaneous '^^ 



July December 



. Small cities and 
suburban counties 



July December 



56 
17 
29 
3 
7 

18 
13 



15 
8 
3 



44 
,10 

n 

14 
9 

26 
15 

.8 
3 

17 

^ 8 
5 



47 

12 

11 

11. 

13 

19 
11 

4 

4 

14 
10 
8 



37 
5 

,16 
9. 
7 

32 
22 
• 4 

-6 

8 
19 
5 



Rural areas 



July December July December 



Regular 
government 
positions, 
major cities 
and coun*^ 
ties, 1976 



30 


49 


40 


54 


51 


8 


8 


9 


24 


21 


12 


17 


17 


lis 


8 


- 4 


. 10 


3 


3 


10 


«6- 


15 


11 


11 


12 


29 


, 25 


20 


21 


' 17 


26 


16 


13/ 


' 15 


5 ' 


1 


8 - 


4 


. ■■ 5 ... 


12 


2 


, . , jv , ... 


3 


A ' . 


n.a. 


12 : 


11 


' 4 


14 


5 


16 


14 


19 




21 


14 


• 2 - 


19 







tenji; - Not available, " changcd^.ghUy to provide greater comparability with field data. Hgures are rounded. 
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ties and san^^ and general administ/ation.'Tfiis category roughly 
^V parallels the U.S. Census Bureau's defin of '^common functions" for 
j^rmunicipaliUes. Primary services are almost always provided by local gov- 
; emments and are funded chiefly from local revenues. v 
r S wv/cei. These services include health care, ser- 

vices; for the elderly, museurns,^nd theaters. Althoiigh most cities and 
counties provide some of these services, the levels and combinations of 
■^ervices vary considerably. In most areas the state and federal goyern- 
rnents are more involved in the funding and administration of these ser- 
vices than they are in primaiy services. \. 

separately classified, even though the Census 

mon function. Many of the PSE positions in this classification xire used 
for services that are more like recreational and social services than pri- 
mary services. .'- ^^^^ ■ .■ ' ' 

^ ^ Education/ Educa^on separately because it is generaUy 

'^ provided by school districts, which often have a high degree of indepen- 
dence from the local government^ both in financing and administration. 

^{ : for regular government iiositions show 

very similar patterns^ particularly in the heavy emphasis on primao' :;er- 

: vices: These are the services most often ijerformed Jjy local govemmcji^s. 
; Most of the projects were implemented between July and December; a 

-" ^°^P^J^^°" periods shows a significant decline in the large ' 

cities in the percentage of participants in the primary services. This drop 
h undoubtedly due tpiederal restrictions on projects. These restrictions 
included requirements that projects last one year or less and that they en- 
roll participants with greater Jabor^m^ difficulties. As a result the 
project positions were not so 'easily^used in slots that were 5!ke regular 
government jobs. Even so, the number of participants in primary services 
. did not go do^yn over the period ; instead, the program growth was merely 
concentrated in other areas^ ^ ' 

^ picture is more complicated for the smaller sample jurisdictions, 

where the percentage of participants iii primary services appears to have 
increased between July and December 1 977 . The high per centage of un- 
assigned positions in the earlier period, however, makes it difficult to be 
certain whether any change occurred in the provision of primary services 
in these areas. « ... * :\ .- ..■ X' -^-yr-:^-/ , . 

On the whole the project expansion apparently accomplished the in-. 
tended purposes of limiting displacement and t^trgeting the program to 
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Table'4-2. ^isiriauiion of Public Service Employment: ParticTpants. Sample Jurisdictions, by Functional Area. Type of 
Position, and Class of Jurisdiction,~December-1977~ ~ ^ i ^ '^>J^yJ- 



Distressed largt^ies 



^Public service employment participant^ (percent) 



Other large cities 



Fu/ictioftalijrva ' 

Primary services 
Protective services 

^KyPublic works ^ 
1^; Utilities and sanitation 
General administration 

Social and cultural services 

Social services 
^ Health - 
He Culture and arts ' : 

Parks^arid recreation 
Education 
Miscelleaiieous ' 



Stistaittmenr P.roje<;t Sustainnmit 



, position 


position ,^ ■ 


position 


48 


35 


47 


10 


11 


7 


10 . 


9 ' 


20 


17 




9 






11 ' 


*- 24 


33 * 


22 


10 


23 . 


15 


8 


7 


4 


6 


3 


3 


19 


13 


10 


6 ^ 


10 


15 


3 


^ . 9 





Project 
, position 



29 

2 
14 
11 

2 

41 
29 

3 

9 

6 
19 

5' 



^^mail cities and 
suburban counties 



Rural areas 



Susiainmen^' 
position 



: Project 
position 



Sustainment 
position 



56 
* 9 
^7 
12 
18 

21 
15' 

5 

1 

12 
10 
1 



45 

9 
17 

8 
11 

27 
15 
10 
2 

9 ' 
17 
1 



55 
25 
15 
4 

11 - 

20 
14 

5 

1 

11- 
13 
1 



\ Project 
position 



43 

2 
24. 

1 
16 

- 22- 
21^ 
1* 

25 
10 



Source: Data reported by Brookings fidd associates. 



THE PROVISION of: PUBLIC SERVICES /"r":'"7" ' 63 

. more disadvanta^ participants, but it also had the tinintended effect of 
altering the mix of public sem local officials saw the project ♦ 

limitations as' a^eribus threat to^ local autonomy and a blow to J>SE as a 

: valuable local* resource: The differences ^^^i^^ functional area distribution 
^between the project and sustainment pprtions of the progYam are quite 

^ large (see table 4-2). At the time of the December observation Congress 
had not yet set a limit on theMength bt time a participant could be en- 

; rolled in the sustainment positions, and ther6 was consideraBly more flexi- 
t)ilityjn choosing participants for sustainment positions than in choosing 
participants for project positions. Gonsequehtly governments used a larger 
proportion of sustainment positions for primary services. TRus in the part" 
of the program oyer whjch they had greatest control, local governments 
used PSE most often to provide services that are traditionally, more im- 
portant to them. , • , : 

- - The sample data also show the relationship between fiscal conditions 
and the types of services provided.' The discussion in chapter 2 showed 
that jurisdictions facing extreme fiscal pressure were most likely to use 
PSE fo^ combined program maintenance and displacement activities. This 
kind of .use could show up in a concentratibn of program positions in 
those functional areas that officials regard as most critical. 

The field study results do not' show any clear pattern of servicesiorre- 
sponding to differeijit degrees of fiscal pressure, however. Fo|- tlieTarge 
cities the differences in functional area distribution arfe hot great, although 
cities under extreme fiscal pressure de>oted more of their positions t/ 
.protective.'services- and fewer to social services.* In the smaller jurisdic- 
tions the dilTerences are much greater; areas where the fiscal pressure' was 
great put more emphasis on primary semces., But the ^number of^ juris- 
dictions in this category was too small for us to put.much emphasis on 
this fi. The effects of fiscal pressure on the types pf services deliv- 
ered do not near strong and seem Jo differ by type Of jurisdictions. The 
effects dp tend, however, to be in the expected directionyinore emphasis 
on primary services where fiscal pressures are greater, y 

Different types of employers use PSE participants for different types of ^ 
functions. As table 4-3 shows, the majority"of participants who work di- 
rectly for the sample governments are employed in the primary services. 
The same is true of participants who work fo/other local governments 

1. The functional area distribution of PSp participants^in large jurisdictions is 
of the sampled agencies, not all agencies. This may be one reason why fiscal pressure 
did not show a more consistent effect on service mix. . 
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Eable 4-3. Distribution of Public Service Employment Participants, Sample Jurisdictions: by Punctional Area, Employing 
0gency,andClajs of Jurisdiction, Titles II and Vi: December 1977 . ? . - , 



\ ,Pi'J>lic service employment participanii (percent) 



; Functional area 



Large cities r.. ; 



Principal School Other local l^onprofit 
governmeht - district governments organizations 



- SmaTdlies't suburban and jural areas 



Principal r School ' Other local Isfonprqfit 
government district governments organizations 



.Primary service^ - 
J Protective services A 
^//.Public works 
^Utilities and sanitation 
^Cicncral administration 

Social and cultural services 
^V, Social services 
l^iMcalth 

|r)Culture and arts 

Piirks and recreation 
Education . 
Miscellaneous 

Addettdiim: 

Number, of governments 




58 
10 
22 
14 
12 

17 
8 
6 
3 

19 
6 

16 



1 

99^ 



52 
7 

36 
4 
5 

33 
29 
4 

3 
12 
1 



1 

. 5 
■ ♦ ■ 

71 
51 
7 
13 

6 
6 
10 



67 
20 
20 
7 
20 

18 
11 

6. 
1 

14 
1 
1 

17 



■ 1 
1 

■. 

99^ 
10 



lyuinuer oi governments .16 14 * 7 „ 14 17 ^10- 

feSSte?'!^^ asiodatcs. Tlie total number of positions allottcd to state and federal agencies was too small to be 

^^•^ll^^n 0 sTcl^^t toto^^^^^ arcravcmges. by sample jurisdiction, for those govemmenu where data on the employing agency are complete. 



60 


5 


15 


1 


11 


, 3 


9.' 




25 


1 


r9 


86 


16 


69 


2 


14 


1 , 


3 


11 


3 


10 


5 


* 1 


1 


11 


^ 12 
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.with whom the sample nin hnv^. subcontracting 'arrangements, 

: (ThisNpncentration is ^iif^i^r workers 4s shown in 

trat)le4-l.) By contrast, ..irti r . ab igncd td'rionp^ 
Uons work in social and cultural services. /\ ' / • 
: :„Local governments, are especially likely to^use PSE for piiblic works, 
* reflecting the tendency to use PSE for repairyand construction work that 
.,,may otherwise l)e postponed. .Governmestyiising PSE workers f^^ such 
purposes get needed work done and at the same time avoid the danger 
that a future cut in PSE funding might' disrupt operating^rograms. Ex- 
V am'ples of public works undertaken by. PSE employees include repair and. 
maintenance of airports, streets, and , harbors; beautification of buildings 
and highways; and housing improvements. . 

The concentration on social and, cultural services in nonprofit organi- 
zations isliot surprising, since many of the nonprofit organizations* in the 
country are devoted to social and cultural activities: Some of these orga- 
y nizations are virtually creatures of PSE, arising in direct response to the 
availability of funds and positions! " / ^ 

. .Occupations of PSE Participants- : . ■ , 

functional area data show what kinds of services PSE workers pro- 
X^d^i but)the occupational d participants provides more in- 

/orn^^fion about what they actually do. That is, even if we, know that a 
large Wjrtion of piarticipants are engaged in public works, we do not know 
whether tliey are engineers, laborers, or clerks.. - ; :. , 

Table 4-4 compares tHe national distribution of all employed persons 
by occupation with that of sample jurisdiction PSE participants. The latter 
are shown to'bc tr v io V- in the low-skilled occupations. Tables 

4-5 and 4-6 indicate uiai uic jobs in the PSE program are mostly in the 
categories of labpre?, service, cleripal^and paraprofessional.- Generally' 
these are the types of jobs that 'require the least skill and pay the least 
njpney. . : ; - ' « • . 

There is little difference from one class of jurisdiction to another in the 
-,,dist^jJ)ution of occupational categories. The patterns are similar even for- 
distressed large cities and rural areas, which are quite different' in other 
respects^The percemage of PSE participants in the lower-pay occupa- 
tions is slightly greater for the project positrons than for the sustainmeht 
positions..- / \ . 
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table Distribution of Public Scrnce Employment Participants, 
Sample Jurisdictions, hy Occupation and Class of Jurisdiction,^ ''fs:- 
December 1977, ana ,ui U.S. Employ . 797'^ 
Percent _ , " 



Public service employment participants 



Occupation- 



Distressed . 


Other 


Small cities 






large 


large 


. and suburban 




All U,S, 


cities 


"^ ii jcities 


areas 


: areas 


employees 


I . 


1 


1 


2 


12- 




4 


6 


7 


. 0 




' 8 


6 


4 




9 


14 


8 


7 


n.a. 


.1 


I 


3 




* .0 


3^ 


3^ 


5 


3 


n.a.! 


13 


19 


22 


24 * 


20 


7 


2 ' 


' 3 


2 


14 


4 


2 


'4 


10 ' 


17 


35 


. 30 


35 


27 


6 


17 


-16 


7 


13 ^ 


14 




8 


11 


7 





Managenal ^ 
Administrative 
Professional 
Paraprofcssional 
Technical 
Technician 
Clerical 
Craft 
Operative 
Laborer 
Service 

\Addendumy 
Number of gov- 
. emmcnts 



Sources: Data reported by Brookings field associates; and U.S. Department of Labor. Bureau of Labor • 
Stausncs, Hom^woA o/ Lo6of Statistics, 1971, U\x\\iA\n 1966 (Government Printing Office, 1977). table - 
18> p. 6L^ Excluded arc sales worken. private household workers, fanners, farm laborers, farm mana- 
/geri, and faim supervisors. ■ v^---- v-^-, -. . :^■ 

a. 'Includes both managerial and administrative occupations* * » 

: b. Includes both professional and technical occupations., 
n^. » Not available. • • ^ - ... Ai , ^ -> 

Even when one arrays the p6cupational data by type of employing 
agency it is seen that a majority of the participants employed by each type 
are in the lower-pay occupational categories. School districts and noh- 
prpfit organizations employ relatively high proportions of paraprofes- 

/siohals, perhaps because of the large number^ of trainee and aide posi- 
tions. Local governments hi?ve the~highest percentage of laborers. But 
regardless of how the data are displayed— by class of jurisdiction, pro- 

-gram segment, or employing agency— the bulk of the participants are in 
the occupations requiring the least skill. 

The Value of PtibUcServ^^ Services : ^ 

Because providing services is an objective that shapes the PSE pi-o- ' 
gram, it is important to ask whether these services are really valuable to 



Wc Disiribution of PMic Service Employmeni Participants, by Occupation, Class of 

^tirisdictipni md Type of PoiAtwn, Decern v ^ «^ 



''^Occupation 



Mana^al 
Administrative 
Professional . 
Paraprofessioiiai 
Tcchmical 
Tcchniciaii i 
Qedcal 
^ Craft 
Operative 
Laborer 

Service ^ ~ " 



Distressed lui^ - cities 

Sustainment ^ Project 
positions positions 



PuMic service employment participants {percent) 



Sustammc'fii ^ vject 
positions ^ positions 



Small cities and 
suburban counties 



5 

n 

6 

1 

6 
.15 

4 

5 
33 

13"^ 



3 
3 
5 

-11 

. • ' 

, 1 
11 

9 

4 
32 

:2r 



1 

■ 4 
7 . 
11 
1 ' 
2 

25 * 



' 4 
28_ 



15 



Addendum?-* ^ 
\ Number of governments 8 " 



^i^pmtions 




Prop 
positions 



11 



4 

5 

8' 
5 
7 
19 

2. 
4. 
39^ 
\ 6 



Sustainment Project 
positions ^positions 




1 
1 
3 
,5 
2 
1 

28 
4 
3 

-43- 
8 



• 7 



/ 



j^'-^'"^" °fP"l^''' Service Employment Participants, Sample Jurisdictions, by Occupatidn ^mployin^ 
f. Agency, and Class of Jurisdiction, Titles II and VI, December 1977 . '^'^f"P^"''»' ^"W^s 



9^ 



Occupation 



Large cities 



public service emp loyment participants (percent) 



Principal 
■government - 



School 
distrtct 



Managerial' 
f Adrawistmiivc 
j. Professional ; 
rParaprofessional 

Technical 
> Technician 

Qerical 

Craft 
- Operative . 

Laborer ^ 

Service 

Addendum: 

dumber of guvemments 

SouKcr Data provided by Brookings field associates. Figurcs^re rounded. 



Other local Nonprofit 
governments organizations 



Small cities^ suburban and rural areas 



Principal 
government 



School 
district 



1 


0 


2 


4 


0 


5 


6 ,z 


s JO • 


; 11 


* 5 


• .30 . . 


15 


' V; 


0 


1 


4 


- 1 


2 


15 


19 


1*9 


4 


^ -4. - 




5 


0 


2 


43 




24 


14. ' 


^7 * 


. J6 


16 


14 


7 



Other local 
governments 



Nonprofit 
ofganizations 



. 2,. 


1 


0 


1 


o 8 


7 


1 \ 


3 




3 


6 


11 


16 


2 • : 


16 


4 


,. :^ 


■ - ^ ' 


1 / 


. I ■ 


: 2 


■4 


3 


. 2 


15 


26 


25 


30 


^ 8 


.2 J . . 




9 


I * 


10 


■ 6,., 


■. 5- 


20 


32 


23' 


V 22 


17 


13 


17 


. 11 


16 • 




10 


11 



1 

8 

8 
21 

1 ■ 

3 
22 

3 

6 

13 * 
14 

12 
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t]ie community. The previous^ section revealecT how local governments 
tend to use PSE positions In the primaiy services and that a majority of 
all participants are in occupations requiring the Ie»st skill. The value of 
the output, however, depends on how much is produced and whether tl\e 
services meet community needs. * - 




Quantity of PSE Services t ■ -''■^.'^ ' ■ ■ 

The field study associates cpmpared the productivity bl PSE partici- 
PantJ^ith that of regular government workers.'ln a majority of the sam- 
ple areas PSE participants were reported to be about as effective as regu- 
lar empToyeeffworking in similar jobs. In a few cases associates reported 
that the program participants were less effective because the-eligibilitr 
■r;equ},rements forced the local jurisdictions to hire untraine^lvorkers.Tn 
^ther instances, however, managers thought PSE participants were actu-'' 
^lly superior, sometimes- because'they; had the added incentive of trying 
to secure regular em,ploymtnt. Generally PSE employees appeared to 
carry out their assigned duties in an 'acceptable way. While this is not a 
startling conclusion, given ^vhat we know about the functional area and 
occupational distrib^ltion of participants, it presents a picture somewhat 
different from that often developetK;: the popular press-^a picture of 
PSE as an income transfer program for people who are unwilling to ac- 
tively seek regular Employment, p- . ■ ■ 



Community Demand for PSE Services 

. Ifpeople express demands for government goods as they do fo/private 
goods— that is, if they order their prefer<Jhces and buy first thosditems 
thgt yield the' greatest sqtisfaction--then the', services" provided thSugh 
PSE are likely to be of Jess average value than those funded by locaijv 
"■aised revenue?. Otherwise taxpayers would have provided the addition^ 
sendees before PSE funding was available. The results of the field study 
P'"9y'^e, no com.nelling this hypothesfs. Uncjer cer- 

tain condition.s, hoWever, PSE services are highly _value^ by the.commu- 
nity. perhaps orfly slightly less than those provided out oflocal funds. We 
saw, three t>'pes of cases where PSE services.were very important in sev- 
eral of th^s^mplesjurisdictions. > 
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First, we,»found ihn-i a many jurisdict ions a large share of PSE posi- 
tions were used for program maintenance. These jurisdictions-i-often fis- 
cally distressed cities where the tax base is declining— were unable to fund 
the existing level of services ^yithout relying on PSE. Such^ndties^nead 
greater protective seiyices, sanitation, education, and/parks and recre- 
ation. Tlie facf that. the community is not now paying for these services* 
may be largely due to an inability to pay ratherUhan to a judgment that 
the services are not^mportant. The potential valu& of PS^-funded, ser- , 
vices in such areas appears' .quite hfgh.^That is not to. say that these ser- . 
vices are as highly valued as those funded from local revenues in these 
localities^ But*in fiscally distressed commllnities PS&may be used ta pro- 
vide service&^hat arc funded out of local revenues in more aflBuent coni^ 
munities. The assopiate in a large fiscally distressed city reported: "PSE 
has.enabled the city to maintain (and in some cases, ipiprqve) the levey 
of services provided to citizens. ... Most notable haye been protective, 
health^nd sanitation services. Without PSE, the level of services in these 
and other areas would surefy have deteriorated fiirther.'^ , A 
g^Second, : PSE provides highly valued- services where "absorption'^ oc^ 
;curs as a result of a '^demonstration affect," that is, a PSE service that was 
originally not considered t^be a perm^ent^tivity becomfes^^o im 
tant that it would be maintained ouFoflregular-govemment funds if PSE' 
were eliminated. In one example of absorption, an associat^i Veporfed: 
"There is'little doubt that, ffoni the.point of view of the^city cqundl mem- 
bers and city administrators/ a portiotyaf the PSE 5;ervices coiilcTnot now 
be eliminated— absorption at some rate is the inevitable consequence of, 
successful PSE." Absorption occurred indiyerse activities, including pub- 
licsafety, library'services to the aged, sanitation, and public wdrks. - 

The following examples from the reports of the associates niay help to 
clarify how the absorption of PSE servicesactually occurs. -^^y-, 

At the time the PSEnsign painter^as employed it was felt that the positroo 
would be only temporary. However,' the work performed proved to be of such 
utility and quality that the city concluded it had a need wlj^ch it had not pre- 
viously recognized and decided to retaia the position permanently. * 

The 100 Spanish-speaking public safety aides are all PSE; there are no qty- 
^Jnded positions of that type to which they can make the transition, although 
some do become police officers. These aides are now probably indispensable 
and most would be hired on city furids^if PSE were terminated. It is not 
clear hoyever,' that the city would raise taxes to pay for PSE personnel who 
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: have become indispensable. It is more likely that the city wetlw^fir.d money bv 
cutting back on services with lesser priority. ^ ^ 

Trnll^A^Ii ^^? '""''- ^^''' ^^■^'^^ and 
Tra.n.ng Act] employees mto regular positions. One was a newly created posi- 
tion of dispatcher which was'a direct result of CETA fundinrThe citizens of 
the town were able to see that this service is needed. 

Absorption can be seen as induced demand and, depending on its extent 
may be an important consequence of PSE. But at the timeO^the second 
observation in December 1977 the rate of absorption was probably quite 
low. Most associates reported that it was not very important in theif juris- 
dictions and none indicated that a majority of the PSE activities would be 
absorbed. . . - . 

_ A third wHy in which PSE services appear ,to be very important is 
where community demands for services are changir^g m the inflexibility 
of regularly budgeted functions prevents a speedy response to those 
changes. .Governments are sometimes unable to adapt to changes in the 
ne.eds and preferences of the community because of the skill mix. of em- 
ployees or the work rules. For these governments the value of added flexi- 
bility^^ay quite high. These governments can use PSE workers to 
expand services in areas where public demand is newly revealed or antici- 
pated, even when it cannot reduce other services that are less in demand. 

. Several .jurisdictions assigned PSE \vorkers to do things that local offi- 
cials and department managers regafded"^as critical butll;at they had been 
unable to get done because of institutioisal rigidities. Taking slots away 
from accounting and adding new slots for bike path constnictTon visually i 
takes Ume. It is equally difficult to tians/er positions from the fir?, depart- 
ment to the police department. We are unable to' d&ter!nine just how ' 
mucn the value of PSE is enhanced in these situations, but in many in- ' ' 
:|taiices associates said that the PSE program came "just in .time" to let- 
jurisdictions meet more varied service needs 

In summary, local flexibility to use PSE for community services may 
result.in services that the community values highly. These services are 
likely to be less valuable than those that are regiilaf ly funded; but the dif- 
ference may be small. The view of PSE as "work' j-elief" tends to under- ; 
value PSE, much as some analyses of the employment program of the 
depression of the 193.0s overlooked the value of the public works it pro- 
vided. .Furthermore, if.governments can use PsI participants foi- needed 
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services, they are more likely to coojpef^atc in reaching other PSE objec- 
tives. / .'■ ' -\ ■. . 

Wages^of PSE Participants ^ 

The kinds of jobs:created by PSE and the types of ser/ices provided to 
the community^ are reflected in the wages paid to participants, CETA re- 
quires that PSE participants be paid the same wages^ as regular employees 
.working in similar positiqhs, so wage limitations also become limitations 
on semces. These wage limitations 'are critical, however, to the success 
6t the program as countercyclical =or structural policy. The higher the 
wages paid, the more likely that skilled workers who ^ould find unsubsir 
dized employment will be hired as PSE participants. Such a program 
would fall short of the PSE design in two respects. First, it would not di-. 
rect 'jobs to those most in need of , employment and training. Second, it 
mighjt foster greater wage inflation by^ bidding for the more skilled. work- 
ers for whom*^ the labSr market is already relatively tight. 
' At the time of the^field study observation the maximum allowable 
wage payment for an\fp articipant f ^omPSEJ[undS was $ 1 0,000 a yeair, or 
$4'^2i an hour for fi/il-time;Work at forty hours a week. Because slightly 
W^et' hourly wages &uid be paid if the workweek were shortened or 
ya^ation dme allowed, the effe^iye hourly . maximum was nearly $5;0p 
ai^' hour. If^ jurisdiction wanted.to pay wages above thi^s rate, it had to 
useitsownnioney to make up the Supplement; * 

The mean^age by occupation for the* ^study sample jurisdictions in 
December 1977 is shown in4able;4-7. A- majority of. those wage rates* 
were less than tfe PSE maJ^imum^jvithout suppIementation.'^Moreover, as 
sho^n in iable^-4, about 70 pertjint of all participants in the sample were 
: in the lo west- wage K)ccupatipnal categories. It is^evident that the vast ma- 
joiitv of sample participants' were paid less than the- PSE maximum, 
aMbugh considerably more than thcminimum \yage.: ' 

There we^e notable wage differences *am(Jrtg classes of- jurisdictions. 
In general, wages were highest in the large distressed cides, particulatl^in 
occupations that are most iikcly to be unibnized, and lowest in the^niral 
areas. Generally these ^wage differe^^ to reflect the focal^differ- 

ences in regular wage scales and wage levels among jurisdictional types. 
Table 4-8 compares wages in sustainmeni and project positions. AVages 
arr higher in the sustainment positions, which ar^more aptto be in the 
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Table 4-7.*^ 

Partidpants in Sample Jurisdictions by Occupation and Class of 
Jurisdiction, December 1977'^ . ' 

. employment participants (dollars) 



Distressed Other Small cities and 



nr^, ^*^ -""^'^"^^ wr.wf <^mait clues ana 

uccupation large cities large cities suburban areas Rural areas 



Managerial 4.41 
; .Administrative ' ,5. 11 

Profession 5.35 

Paraprofessional 3.84 

( Teclmical 5.50 

Technician 5.04 

Qerical • 4 29 

; ' Craft 4;78 

Operadvc 5.05 

w , Laborer , . 4.27 

- Service^ , , 4.33 



/5.J0 
* 4.80 ' 


: " 5.12 




4.31 


. 4.90' 




4.24 - 


4.95 


4.86 




14.45 


3.96 


4.20 




3.75 


-4,56 


47^ 




4.22 


4.5i 


4.03 




4.17 


3.66 \ 


3.69 




3.09 


4.39 


■ 4.47 




: 4.59 


■ 4,35:- , 
4.06 


4.02 
3.80 




\ 3%87 
3.41 


4,15 ^' 


3.98 




3.13 



Source: Data reported by Brookings field associates. ~~ 

^ (^mary services and to be more like reguIarSEployment. These posi- 
tions are more often subject' to wage comparisons with similar jobs, civil 
, service pay regulations, and review by organi^^^ 
; ; of the wages paid to PSE participants in the study . 

■ saniple A^ere within the legislated limit;S, some wages came close to the 
Hmit and left little flexibility to lower the wage limit without changing the 
types of PSE joljs prodded. The 1978 amendjnM^^^ 
' ^ °° the average wage a jurisdiction cpuld pay its PSE workers, re- 
quired an average wage that Was lower than the average PSE worker wage 
at that time.' The law alsy requires that the PSE wage be at least equal to 
the federal minimum wage and as high" as the prevailihg local rates of pay 
for persons employedjn similar occupations. . , — 

This combination of federal restriclions on wages creates a wage 
- squeeze at the local level, restricting the types of jobs that can'be created. 

In many jurisdictions the prevailing entry wages' in most occupations in 
: 1977 were above the allbyrable average under the 1978 amendmeiits and 

. 2, The 1978 amendments set the maximum average annual^cderallysuijportcd^^ 
wage at $7,200, witli local adjustments up or down to be based on regional wage . 



•Table 4-8. Average Hourly Wages of Public Service Employment Participonts in Sample Jurisdiciions by Occupation. Class of 
Jurisdiction, andType of Position, December 1977 : . . ^ \ ' . - 

. 1? ^^^''^Se hourly }^ge, public sen ice employment particle ^' 



Occupation: 



Distre'sseii large cities 
Sustamment Projecu 



Other large cities 

Sustainment Project 
ppsitions ^positions^- 



Small cities and 
suburban areas 



Rural i. 



[ Sustainment 
\-:positions. 



Projea* 

^positio'ns^ 



iWmiagenal 




1 4.61 . 


• 5.20 


Administrative 


5:48 


4.83 


.4.91 


Processional 


5.55 


* * 4.62 


5.30 


Paraprofcssional 


4.02 


4.00 


4.15 


•^Technical ; > > - 


, 5.98 


' /■ : *. 


4.97 


;Tcclinician 


5.23 


\ •■ 
♦ 


^ 4.64 


acrical 


4.38' 


, 4.04 


3.62 


Craft X * 


4-97 


*° 4.65 


6.06 


Operative / 


5.21 


- 4 . 50 


4.54 


Laborer;;-. • 


4.53 


\-4.35. . 


4.10 


Service; ■ \ \' 


4^.66 


3.83* 


4.24 



Sustainment 

-.Impositions^ „ 



Project 
^positions- 



4^56 
'4.69** 
3.96 
4.02 
4.36 
3.72 
4.07 
4.33 
3.95 
3.86 



\ 



5.32 
4.75 
^4.74 
^1.80 
-.4.68 
^i.35 
■3.66.; 
4:47 
4:03 
3.88 
4. 



.13. 



4.71 
4.75 
4.94 

4;45 

4.54 
3-. 89 
3.57 
4.39 
3.79 
3.83 
3.65 



4.31 

4.24 

4.45 

3.75 
* 

4.16 
3.08 
4.63 
3.84 
3.41 
3.18 



^ Brookings field assodalcs. TO wages arc.unwdRhtcd means of the average wages of sample jurisdiciions within each iurisdictiona! 

; So few areas reported wages for posiUons in these occupations that the wage data are not ntporttS hcr^ " * \ J"nsatcuons wiinin each jurtsdictional 



4.93 
. 4.12 

3.55 



3.62 
2.98 



class. 
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:Some exceeded the maximurn. This leaves local governments little room to 
maneuver within the regulations. The existence of wage resltrictions' se-. 
verely hamper^ the ability of lock- govern nients to use PSE for highly 
yajuedservices. If a local goverpinent must Ibwer wages, it may have to 
sacrifice some local objectives.-T^^^ difficulty is in keeping the wage level 

. high enough to allow for the creation' of meaningful local jobs while not 
allowing it to get so high that PSE becomes a significant inflationary force. 

If a jurisdiction were solely interested In keeping wages low,, it could , 
do several things. It could place positions with nonprofit 

organizations, where wages are generally lower. Or it cpuld,set up more 

^^i^P'^S^l Pr^ec^ oiLaide . 

positions to ayoid wage comparisons, anid bring in more participants in 
tHe eighteen-to-twenty-two age group. Some of these changes are possible 
in sonie localities, but others are not.^ Even if these programxhanges are 
accbmplished, their advisability may be questioned: For example, should 
PSjE expand among the nonprofit agfincies at the expense of local govern- 

: ments, pai^icularly if training and transition opportunities for PSE par- 
ticipants employed by nonprofit organizations are substantially less? Such 
a shift might also lessen the value of the public'services provided. More- 
over, if all the PSE positions must; be in the idw-pa^ occupations, does 
this reduce the on-the-job training opportunities and^thie value of public 
services provided? Finally, with the host of other programs now focused 

y^^^^ wise to steer' PSE toward serving 

ryoulhs?\-":T"^':--- T. ^ , ;v^^_>--". ■ ■ 

In some jurisdictions and government departments, these questions are 
jnobt because local govemments^isice constraints that are hot directly 
undef their control or the control of the federal government. Some sub- ; 

'P^y ^^^^ J'^^use to create ptositions that will meet the wage * 
requirements. The unemployed and disadvainta^ed may have alternative - 
income sources high enough for them to reject jobs at th:s pay level; More ^ 
evident is the problem tWt local person^ 
nel regulations may simply make it inipdssible io create government jobs 
at the stipulated rates of pay. Meetjrig the Wage restricticni^^ surely * 
result in notable program alterations, including changes iii the quality and ' 
types of public services. " - 

Accord^^^^ an associate in a large city: "The wage limits and nevl^ \ 

-■ . 3. The prelimihary results from the 1979 geld study.round show that where the 
lower wage irmitf:^rbm^ the 1978 amcndmenis werLih force, ihe'program inds to be 
cpncenirale<y^ / : 
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eligibility rules have severely limited the ability of the local government 
to use CETA funds to hire the higher slcilled employees it needs." Simi- 
larly, an associate in a larger, fiscally distressed city noted: 

The average wage restrictions make it difficult for the city to hire craftsmen, 
firemen, police, journeymen, etc. Hiring within the city has predominately 
been for custodians, laborers, waste collectors, junior clerks, and dog wardens. 
All of these are low skill low wage, enfry. level positions. Withoi^t the eligibility 
or wage requirements it is likely that the city Would fill other types of positions 
with PSE funds. The CBOs [conrimunity-based prganizations] find the wage 
regulations to be too low. Some PSEs can make more money on welfiEire than 
b^jjprking in PSE jobs. . . / 

And from another large-city the associate reported :J:The.newJ*SE-w^ 
are below un^on wages in the city- governments. Consequently,- virtually 
all Dew PSE hiring has been in the non-profits: ^We doubt that permanent 
positions in the. private sector exist for many of these trainees." 

Too little attention has been paid to these effects and to the local situ- 
. ations to which PSE programs must adjust. While it is. clear that wages 
above some level may prevent PSE from attaining its objectives, wages 
that are too. low niay also threaten the effective use of the progi^am. 



. Institutional Effects 



; Local PSE programs must be shaped and fitted to work within the local 
.environment. Excessive conflict with local institutions threatens the en- 
tire program. The task Is to creatd a workable program that serves both 
federal- and local objectives while operating within the established bounds 
for regular public-employment. This is more difficult than some, observers 
appear to recognize. These persons often ask why a certain project can- 
not be undertaken when it is clearly eligible under the legislation, or why; 
some persQns are not hired, or why the wage-rate cannot be lowered when 
there are persons who seem willing tO/Work at lower wages. Such ques- 
tions assume that the rule^of the ^ofk place are suspended for PSE, but 
that is not the case. ^ ^/ _ . 

: Some of the local characteristics to be considered in understanding the 
potential lfor^JP5E;in any. community include -the relationship amoiig the 
various governments and intlPest groups within the community,*th'e lacal 
wage-setting process^ in public employment, the nature and strength of 
public employee^unions, and the local civil service or personnel rules. 
Each of these factors,- can Jimit program^flexibiljty and- influence PSE Jn. 
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.:. wSys that directly affect the ej.tent to which its service objectives can be 

■■ 'met.'"' ■ ' !.-" ' ' •■ ' .... 

The institutional setting is difficult to describe and more difficult to 
J:lassify in a way that allows us to measure and test hypotheses, in fact, 
most data on the. operation of PSE programs do not describe different in- 
. stituUonal settings in even a.rudimdntary' way. The analyses provided by 
the associates for the field evaluation study provide advantages over other 
research approaches by dealing with these critical institutiohal questions. 
While the picture is far from complete, these narratives indicate the effects 
of localinsUtutions. In particular, they are useful in^showing how public 
i.5?jj£yil^iDloilSiandJpc 

:._psE.;_:__.../^__;.:;-j-_.:-.-j..;.., A . : ■ 

■ ■ ^ ■' ■ •■ \. * '" • ■ * i ■ ... 

• • ' . ,: - ■ * . ' 

: Public Employee Unions and PSE • ' - 

The effects of public employee unions 6n PSE can be 6oth direct and 
indirect.- A common direct' effect occurs where, as a result of the strength 
of the ItJBal public employee union in .combination 'with PSE regulations 

. requiring payment of comparable wages, PSE employees must be paid 
union rates. In most cases. the participant must also pay union dues, and 
in some cases program participants are required to join the union: 'The 
actual wage receiyed by a PSE employee jwill depend oh the job clas^^ 
«=3''0"' an'^'^ages for all ; classificatibns are generally higher where the 
employee? are union members. Unionism also tends to be concentrated 

;in those occupations vnth higher payi siich^as in protective services. ' 

Where ui^s are strong a PSE worker in a particular functional area 
and occiipatHSn must be paid a certain wage. As long as local govem- 

■ments have fflexibility to determine the wage, they can choose which oc- 
cupati|ns and functions they will assign PSE \vorkers to; when the wage 
limit i? feached, that element of choice, disappears.;^^Because wages and 
fringe. benefits terfd to be higher in unionized occupations, fewer PSE jobs . 
may be jcr^ated in those occupations than local governments wbuld .other- 
wise wan t. 'Some jurisdictions' try to 'avoid assigning PSE workers to 
unibnized departments, both because .of- difficulties alreadVehcountered 
and those anticipated. 1 \ \ • 

Here is an excerpt from an associa'te's report from a small city^v- 

Tw<j years ago0 pro|lejji':^ith the: union ^ the que^on of 

seniority--0r:a<PSapahicipant inMhe police department. The questio^ ap- 
parently, arose with respect to how to'coUiit the PSE period of employmfertt. ' 
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I iof erred from the personnel office that in the future this problem would be 
avoided simply by not using PSE in the police department. ; i 

A similar report came from an'associate in a large city: **One interviewee 
believed that the city avoids unionized job classifications in order to avoid 
any conflict with union hiring arraifgements.-* ^: 

As mentioned above, public employee unionization is highe^ in such 
functional areas as protective services, utilities, sanitation, and public 
• works, that is. In the primary services. Where local jurisdictions have 
found it desirable to minimize or avoid direct contact with unions by plac- 
ing PSE workers only in nonunionized agencies, public service needs may 
bc_sacrificed;iUsu^^^^ avoidancelof unions w^^ 

mcnt in primary services. " . i 

■ . This problem is partly ^avoided by local governments where wages can 
be; supplemented or where low-wage, ; entry-level positipns exist. The 
-tables presented earlier in this chapter show that a number of PSE jobs 
arc in the primary service sector, even in the distressed large cities. But 
further decreases in wage limits would threaten this situation. : > 
- Still greater problems may arise if unions or eniployee associations ac- 
tively resist the use of PSE. The large number of PSE participants in many"" 
goyerrimients can scarcely be ignored by'their co-workers. -It is not s^^ 
prising that cases arise whefie prqgram participants are yieWed as^ threat^ 
or even :may affect both the design of the program and the productivity 
of regul^ employees. One description of such a situation was reported by 
the associate in a large citj': . . 

A lot of conflict deyel^^ied in the department between permanent employees 
and CETA people when certain CETA positions were classified as refuse 
truck driver positions. This is a position that regular refuse laborers work hard 
to get. Suddenly, a CETA person with only a regular driv^rV license and no 
^experience in garbage work appears and gets. such ^ jobr-ra^job that regular 
employees view as a promotion. \ ' - ^ 

Similarly, an associate from a small city had this to report: 

Until recently^ employee associations/ especially the. ones in the city depart- 
ments, have not acted as a constraint on kinds oi^positions created or persons 
hired. However, with the introduction of VI^P (iitle VI projects) , the eligibil- 
ity regulatious and expansion of participation in the program, opposition by 
these associations has increased. The, program lowers the morale of regular 
employees who resent some of the;, treatment given to participants. As a result, 
this association f<Sels that it must chan^e^ its previously passive, sfance and* 
oppose PSE participants completely. > ' 

In other areas local officials and unions haye cooperated in an attempt 
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fed some way to reconcile the local effort to provide needed services 
wi?h the f^^^ wage restrictions. One way to do this is to create 'special 
job categories that bypass the contract provisions specifying wages for 
each regular occupation. Often these special categories are "trainee" or 
positions, which usually appear in our occupational classifiqation 
as paraprofessionals and technicians. In a few cases, before PSE, contract 
classification allowed for loWer wages to be paid 
■ fortemporary or provisional employees. In sonie high-wage areas, all 
PSE employees were given these job titles even though many of them 
were engaged ,n the' same tasks as regular employees, but this cannot be 
: ;^""essfxrtly^ accomplished without some agreement with the union. ^ 
^ Some unions and employee associations have cooperated by allowing 
the c^reation or expansion of such job categories, even openly agreeing 
.^hat PSE employees will be paid below the usual scale. These agreements 
foster the creation or tKe low-paid, temporary employme^ 
-the legislative architects of PSE, while allov^ng local governments to pf o- 
yide services in'the functional areas where they see the greatest need. ■ ] 
In one large city with strong unions the associate reported: 

C^ii"^^^ andGity 
Sfitd r^'r,,'" ■ '''^ > ■ the Council passing supplemental legislation which' 
(\) PSE will be used only for entry-level jobs; <2) no 
O^ Sen^ce status Will b^ given for PSE workers; and (3) senioity does not 
accrue until jpcople are absorbed onto the city payroll. . 
The associate in another large city reported: r " . 

An example of an important union co^sion was an agreemerit reached by 
the city with several unions which peHped opening of a pre-apprenticeship 
trainmgprogram for wastevyater treatment^F^ at the CETA maximum^ . 

wage. The^civil service systen^vSTaWVo a^^^ to be con- 

sistent w.thCETA (regarding layoffs of CETA 

be eligible for open city jobs). ■ ■ .i-?-^ 

It is understandable, however,rthat employee groups have not giN^ ^ 
their wholehearted support to all efforts to create special wage and pti ' 
classification provisions for PSE workers. Any arrangement an^ 
wap workers to perfom essentially the same tasks as regular employees 
J IS likely to be viewed as a threat. If unions or employeeassociations sus-i 
Pect that ^regul^r employees are being displaced by this;^'cheap" labor,^ 
Jey are likely to take strong actionf to avoid it/ One ^^a^^ 
"unions affect the local manpower office in two ways. They push to get 
laid-dff uniori members reemployed in PSE slots. They also keep the man, 
P°*e'' °''^'=e 'o" its toes' with respect to displacement." 
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Believing that PSE is likely to be around for some time, somd groups 
are making fairly elaborate arrangements for its a<ccommodatiofi. For ex- ^ 
ample, in one large city a public employee union hasteached an extensive y 
agreement with the CETA prime splgpsor that applies to all PSE employ- 
ees in the jurisdiction. The four^ain provisions of the agreement are 

(1) PSE positions are not incliWed in the seniority and promotion list; 

(2) ^all positions are entry levelVad^Bax. less than union scale; (3) PSE 
employees are not union membersV but they must pay a ^ee to the union 
for grievance representation; and (4) the availability of PSFparticipants - 
shall in no way place constraints on the expansion of the regular work/ 
force. V ^ ' ^ ^ 

The agreement is an attempt to piermit the development of a ere- 
atioh program for the unemployed and disadvantaged while protecting 
regular employees. With the 1978 amendments to GETA in force, the 
development of ^uch agreements may be critical to the success of PSE? " 
especially to the highly valued aspect of service provisiqri^ At the same 
time, such agreedicnts strike directly at the local opportunity to use PSE 
:fun(ds for displacement, since strict adherence to item 4 would prevent the 
iise of funds for that purpose. This suggests that there is local as well as 
federal pressure to uscPSE as a true job expansion program. 

* ..... 

Personnel and Civil Service Systems- ■■■''■y 

Although the local government may have more control over personnel 
and civil service system regulations than over union contract prcAdsions, 
theiroperating rules may also constrain PSE activities. In some sample 
jurisdictions even the entry ^ wages for a few occupations exceeded the 
maximum allowablc PSE wage: According to ai report from o large city - 
"the civil service pay scale is too high to allow PSE employees to work for"~ 
the cityjn some categories under the prevailing w^e requirement." 

Civil service regulations may also Impede the implementation of PSE 
by requiring tests and minimum qualifications of ney employees. Many 
in thev, PSE target population havc^ difficulty meeting the emplpyment 
staiidffifds. Local officials are sometimes reluctant to propose that these 
entrance requirements be relaxed for PSE participants since this may be 
taken as evidence that the requirements are not really job related. Some 
officials have defended their entry requirements in the face of discrimina- 
tion charges, and they may see real danger in arguing for temporfliry 
changes to accommodate PSE.^ - ^ 

92 ■ 
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,_Civil service rules, entrance requirements, and pay rates by qccupa- 
^°??lcIassification generally have been developed over many decades. 
NVhere they have resulted ir, a workable system; wofkers as weiraTciVil 
service managers resist sudden, changes in these rules. While efforts to 
.accommodate PSE are developing, the more dominant picture is one of 

- trying to fit a program into a local institutional setting that may hot be 
flexible enough to handle it. The associate i^j one large city described a 
situatFon that illustrates ihe difficulty: ■ - 

y Tlie civil service system is too inflexible. Departments and agencieji can't de- 
velop, new tasks, new titles, or^ncw. activities within the sy-^tem. All positions 
PSE and otherwise, must fit into an existing job cjlssification. Consequently 
If you sive totally different tasks- to. a PSE employed thanyou have given to a 
r^lar employee with the same job titf e, you demoralize y our regular staff 
T^e effort to do something new, different, or imaginatiye_is .thus greatly 
hindered by civil service. , | — ■ — — """^ ^ ' 

- : of unions and civil service systems are most evident in' the 
large cities where the rjiles have a longer history and tend to .bT more 
rigid. Public employee unions are also more influential in these cities, 
especially in the eastern metropolitan areas. There probably are no juris- 
dictions where local institutional constraints are absent,, however. One 

* great strength of decentralized programming, .such as that for CETA pro- 
gfams, is that it allows local officials to alter programs to meet Th? de- 
mands of their. Ipcal Institution?;. Federal overseers may not always feel 
%t the results help attain federal goals, but these local institutions can- 
not be assumed away. In the next phase of the field study more attention - 

■ will be given to potential institutions and histonbal relationships in an 
?''empt to further ascertain how local instijutionsliiffuence PSE. 

Suna^ary and Conclusions , 

, : ^en the provision of public services is seen as ah important local pro- 
gram objective, itiollows that it is important in shaping the types of jobs 
created and the participants hired. The field studf^la show thaCfSE 
positions, are heavily concentrated in theprimary services; That is particu- 
larly true for the positions retained by local'govemments and/those in the-v= 
.sustainment portion o£,-PSE.- Even so, pkrticipants in all categories usu-" 
allyjioldlow-pay,low-skill jobs. • ° - j " ' ' 

Some of the services provided through PS^-are apparently quite im- ' 
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portant to the community as well as to local officials. If that is so, the 
benefits from PSE'may be considerably understated when PSE is seen as 
only countercyclidal or structural }3oRcy, But the analysis of public ser- 
vices is doubly important because the incentive to maximize those services 
promotes local cooperation in .the program. Attention to public services 
may also promote some of the structural objectives of the program. When 
the output is highly valued, the jobs are more like "real" jobs, where 

training is^proihdted and transitio likely. . * 

Two sets of forces limit the opportunity fcr local areas to use PSE for 
local ser\'ices, however. First, governments must comply with federal re- 
striction^, particularly the wage limitations. Second, governments mmt 
implement the program within the existing loc^l institutional framework, 
including the rules of public employee organizations and personnel sys- 
tems. As wage restrictions become more stringent, some way must be 
found to accommodate the local restrictions or the program may be dras-: 
tically altered. EVen though the local progfam is and will continue to be 
"bounded" by federal and local constraints, governments must maintain ^ 
some choice within those bounds. An important lesson from observing 
"the PSE system is that the objectives are interdependentoSince implemen-^ 
tation of PSE is a local nesponsibility, local incentives and objectives, in- 
cluding public service provision, must be considered in program design 
and analysis. • s *~ 
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Subsidizing Employment 
f in the Nonprofit Sector 

JANET GALCHICK and MICHAEL WISEMAN 



^"^ ^V^^'^ job creation component of the Carter administration's eco- 
nomic stimulus package in 1977 was the first federal effort to use extra- 
govermnental agencies— nonprofit organizations— ior job creation on a 
large scale.' In administering the stimulus package, the Labor Depart- 
ment instructed its regional (Jffices that prime sponsors: should try to allo- 
cate one-Oiird of their title VI funds to nonprofit organiEaUons 'Data col—-- 
lected from the second round of the public service employment field study ' 
show that as of December 1977 the srample governments, on the average, 
s were exceeding this goal. Although.the study did not produce data on the 
♦proportion of funds going»to nonprofit agencies, it did find that such 
• agdncies had 10 percent of the PSE sustainment positions and 43 percent 
of the project positions. - - 

• While large-scale participation of nonprofit organizations in PSE was 
new in 1977, their involvement in employment and training programs was 
not The war-on-poverty ideology of the 1960s had already fostered the 
"sc of nonprofit organizations in poverty policy, including employment 
• / , ./ • 

/ . . - ' . _ ; ' _ 

^T^s CHAPTER is based on data from field rcseaiFch^^>r Brookings and on other re- ^ 
search on the PSE program in,San Francisco conducted by Michael Wiseman. Th6^ 
aumors are^ respectively. Research Associate at the Woodrow Wilson Siihool of - 
Pubhc and International Affairs at Princeton University and Associate Professor at>^ 
Economics at the University of California at Berkeley. ; v 

, I- The designation "nonprofit organizadon'^ is^^^^ by the U^. Internal 
Revenue Service to a vide variety of organizations qualified as exempt from federal 
mcome taxation under the provisions of section 501 of the Internal Revenue Code - 

of 1950 - "- ^ ■- •■•■■^ ■ r-i i. . ' 

2. U.S. Department of I^bor, Employment and ^T^^ 
Memorandum No. 316-77 (Department of Labor, June 17, 1977). ^ 
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< and training efforts.^ A primary objectiyie of the war on poverty was to use . 

prganizations oiitside traditional govemitiental structures in developing 

poverty-related policy. Designers of antipoyerty strategy expected migh- ; : 
■ borhopd-based coi^^ to involve the poor in nfaking 

' political decisions and in allocating federal poverty funds; This apprbach,^^^^^^ 
■ y its designers ho|^d, would make^^ft^ effective and ; ^ • 

; moii^ to community neech. Similarly warn^ advocates 7^ .. ^ 

claimed that community-based ofgahizatiohs (CBOs) ^ere best suited to ':')^r^y; 

locating appropriate target groups and conducting effective training pro- 

- grams. By the late 1 960s organizations providing these services haid grown/'; ■ 
in size; experience, and lobbying capability. Indeed, in many jurisdictions c ; 

/these agencies were virtually, the only contractors available for proyiaing 
certain types of traihing-related'sefyixies^ 

rived by some fr9m affiliation ^ith n^onaForganizatioris of considerable^ 
: p^^^ drcumriances^ave them an insjde track even „ ; 

though the Coitipreh'ensive Emplb^inent and Training' Ac{of 1973 shifted : 

- -^^^^^^ policymaking authority to tKe local level. Conlgi^ess suppcffted this 
, special access by encouraging the vse of of "CD 

.he^nsive manpower services" and by referring t^ieveral promineni agen- 1 
V;/cics by name in defining the term Vcommunity/^feased organization.- 

" Although they were active in training-delate^ and - 

other nonprofit ajgencies were only fnargiiialiy involve 

i before Corigress passed the Emej^en^y Jobs ProgramJ^^^ 
Act in 1976. For the most~part, pamci^tion bf nonprofit agencies in job 
creation ppgraihs had not been of major concern to federal or local bffi- 
cials nor, for that.matter, even to tbe nonpr6fit brganizalions theipselvesi: ■• 
As funding for PSE became larger relative to funding for the training' 
titles, however, the. interest of nonprofit organizations increased.:^ V . 

1^ greater attention to PSE by nojigrofil^organizations coincided with 
growing congressional concern ab6ut the targeting of PSE bn the disad-; 
vantaged and the problem of displacement— that is, the use by local gov- 



ernment officials of subsidized jobholders in plac^^ persons who would 
othefwise have been hired using locaLniohey. Those .who wished to im- 

3. For a brief historic suxt^maiy see M&iht^ Ai Dawkins, *The Role of Com- 
munity Based Organizations in Manpower Poricy~lPfbgrams,'V in National Commis- v 
sidh for Manpower Policy, Community^Based^(yrganizations in Manpower Programs 
andf JPo/icy^SpccialRciiwrt 18 (NCMP, 197^ . 

,4.: Sections 101 and 601(a) (I)>,I^93-l03\Decembei' 28,1973. 

96> 
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. prove the targeting arid job creation impact- of PSE cited several reasons" 
, for greater use of nonprofit organizations, especially CBps. They argiied 
that commupity-biised nonpl-ofit organi7.ations would be better able to'get 
subsidized jobs to people most" in need. They contended that by placing 
subsidized jobs in nonprofit organizations that were already doing train- 
^ ing and job placement, the government would make it easier for partici- ■ 
pants to acquire skills and ultirhately permanent jobs. They pointed out 
that eventually the oppoftunities for. local government employment ex- 
pansion would b?, exhausted- as this point was approached, more might be 
-^gained'by putting the jobs in the nonprofit sector. Moreover, tfiey noted' 
that nonprofit organizations might be more flexible in designing jobs and 
using PSE workers than'^cal governments, especially thos^ constrained 
• by rigid; civil service systems. Advocqftes bf using nonprofit organizations 
argued that many of these agenciej provide useful services to the com- 
munities or grows from which PSB •participants are to be drawn. Subsi- 
dizing employment within these orgknizations would increase the flow of 
. . such services.' I " / " ' . 

Even though some government officiai$,had reservations, about giving 
up PSE-jobs;|6 nonprofit organizations, fe\y local government representa- 
tives objected to the use of such agencies while Congress was debating the ' 
1976 extension act. The silence of. opponents probably testifies more -to 
the politic-: influence of the nationwide CBOs that iTSfl participated in 
training programs in the 196ps and Qf Vommunity. action agencies than 

■' to the intrinsic strength, of. the case for their'-participation. Certainly^ in 
1976 and at the time the stimiilus.package w^s funded, the "usefulness of 
additional employment 'in. the nonprofit sectol" and the ability of these\ 

^organizations to meet the needs'of the Comprehensive Employment and \ 

r" Trainm|_Act target groups was very much an open question. The principal \ 
argument used by proponents of nonprofit agency participation, iriclud- 
ing the agencies themselves, was that the national organizations already 

-listed irt the original CETA legislation as preferred providers of training, 
service»h?da i-ecord of "demonstrated effectiveness" in employment-anti' 

rfraTning activities; No one could be certain in advance, however, th^t 
effectiveness in providing training is the same thing as, or is even related 
to, effectiveness in providing jobs. Despite its importance, this issue^v('as 

. rendered largely in-elevant by subsequent developments". Few of the tri^^ 

\ing organizations that lobbied so_ hard to expand PSE's outreach .to'the 
nonprofit sector actually obtained PSE-furided employees. 
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/ Naltional and Local Orgahizations 



/ ; Table 5-1 shows that 25 percent of the 61,828 positions mcluded in all 
J PSE titles in the field sample were allocated to nonprofit organizations as 
/. of December 1977.^ Differences by title reflect the growing imnortanceo 
/\ of nonprofit organizations yi PSE job creation, since all of the* project 
(titleVI) hires occurred in 1977. 

We use the teriii "national nonprofit organization" for two types of 
agencies. The first includes all agencies afiiliated with a natic^nal organiza-' 
tion that exerts some control over its local affiliates' management and op-, 
eration.^ The second is made up of nonprofit organizations that have been 
designated "community action agencies" and^ receive support from the 
Comnlunijty Services Administration, the successor to the Office of Eco- 
noniic Opportunity. Although community action agencies are quasi- 
independent, they are ^^presented on the hatiorial level by the CSA itself. 
The; organizations explicitlyTecognized in CETA legislation as CBOs are 
Service, Employment, Redevelopment (SER) Jobs for Progress; Oppor- 
tunities Industrialization Centers (6lC) ; Urban , Leagues; and commu- 
nity action agencies' They fall in the general "national" categor)'."^ \ 

Classified in this way national nonprofit organizations played^ only a 
minor role in the economic stimulus program expansion. Although noiy 
profit agencies as a whole provided a large Share of the job's 'created in 
the 1977 program expansion, the national group iaccounted for less than 
: one- tenth of such jobs. The national CBOs were very poorly represented. 
Only 5 percent of total sustainment positions and 3 percent of project 

5. ^ The study, sample could understate the degree of participation by nonprofit 
organizations'undei' CETA. The data are drawn from a sample of governments, not 
prime sponsors. In areas in which the sampled government was not also the prime 
sponsor, the data will not include positions' directly allocated to nonprofit organiza- 
tions by the prime sponsor unit. This effect is likely to be slight, however, because 
twenty-two of the forty-one units sampled were"* prime spoiisors. These twenty-two 
prime sponsors.account for 97 percent of all employment ;cpvered by the sample. 
When the tabulations are confined to the subset of data frdm prime sponsors only, 
the results do not change. | ^ / 

6. Designation of national organizations was based on citation in Nf argaret Fisk; 
ed., Encyclopedia of Associations, 1 1 th ed. (Gale Research, 1 977 ), vol. 1 . 
^ 7. Units of local government designated community action agencies are not in- 

' cluded as nonprofit agencies. In some cases designation of agei^cies wa^ based on the 
authors' judgment, given fragmentary evidence in the associate reports. 
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Table 5-1 . Nonprofil Organization Positions in Public Service \ 
Employment in Sa}nple Jurisdiction^, December 1977 



Type of 
position ' 



Total public 

service 
employment 
positions 



Positions in mnprofit organizations 
All Local . 'National 



Sustainment 33,785 
Project . • 28,043 
All" * ' 61,828 



National 
Non- non- 
profit profit 
organi' organi- 
zatifms zations . 

aA\ as 
percent percent 
of total of total . 



•3,417 
»12,044. 
15,461 



2,944 
^9,994 
12,938 



473 
2,050 
2,523 



10 
43 
25 



, Source: Authbrs' calculations based on data' reported by Brookings field associates. 

' - . * '• J . . '■ ' ■ , ■ 

positions went to nonprofit organizations from t^is group of experienced 
deliverers of employment and training services. The major role was 
pl^ed by a diverse collection of bit plkyers ranging in character from the 
Coalition of Concerned Women in. the War on Crime to Gay Community 
Services, Inc. One jurisdiction reported allocations to 267 different non- 
profit organizations in the jjrojectsjiortion of the program alone. 

These data indicate that the stimulus package pushed PSE into un- 
charted territory for employment pojicy. Although the experienced train- 
ing organizations claiming ^demonstrated effectiveness" have created an 
image of what nonprofit organizations are like, the track record and cTiar- 
acteV of new organizations, or for that matter the older organizations un- 
der PSE, are not well established. In this chapter we investigate some 
issi^es in evaluating these developments, using data from one of the sam- 
ple cities, San Francisco. We then compare results for San Francisco with 
reports by field associates on nonprofit" performance at other sites. Our 
evidence on the con§equence of relying on nonprofit organizations is not 
conclusive. It does, however,:pose serious questions aijout the usefulness 
of tl^e nonprofit sector as an instrument for PSE expansion. 



The Rqlepf Nonprofit Organizations in CETA Job Greation 

I 9 ' * 



pubsidized employment is a'means to three ends: reducing joblessness 
an^'ong certain groups of workers, enhancing their skills, and producing 
public services. The various types 6f job programs share these objectives 
but differ in emphasis. A purely "countercyclical" PSE program'has as its 
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primary objective hiring workers who are least likely to compete for other; 
jobs. This minimizes any inflatioha'^r}' effect on wages. A "structural" PSE * 
PfogrMi is oriented more toward enhancing skills and improving the earn- 
ings of disadvantaged workers...For both'types of policies the yalui? of the 
services provided n^ay be. an importajrit consideration in weighing the - 
costs and benefits of the program.- Whatever the mix of objectives, evalu- 
ating nonprofit organizations in job creatioa programs involves compar- 

^ ing their success in attaining these objectives with that of the^ local gov- 
emments that are the mainstay of PSE, ' 

In assessing the outcomes of PSE in the nonprofit sector one must 
examine the quality of targeting jobs on preferrd'd recipients, the net im- 
pact o"f the subsidies on agency employment apd services, and the long- 
run effects on the well-being, of jobholders. These outcomes are affected' 
by three components of the CETA process: selection of agencies, con- 
tract specification, and agency implementation. The selection process In- 
volves the procedures followed by prime sponsors or other units of 

; government- in choosing nonprofit organizations for participation under 
CETA. The contract defines the terms of this participation. Implementa- 

^' tion covers what^ the nonprofit organization does with the money given 
in the qpntract. By changing selection and contracting procedures, a primi? 
sponsor could possibly change the outcomes— and the relative perfor- 
mance of nonprofit organizations' as job creators. Thus^ the purpose of 
evaluation is not primarily to make "up or down" judgments about usin|^ 
nonprofit orgafiizations but to identify ways to improve the program at 
the selection or contract stages. 

Cjategorizing the Nonprofit Agencies . 1 

- ^ A designation by the Internal Revenue Service of tax-exempt status is 
no guarantee that ai\ organization will respond to PSE in ways consistent 
vrith federal goals. The range of nonprofit organizations is quite broad: 
from conThiunal religious societies qualifying under section 501(d) of 
the Internal Revenue Code to Vreligious, educational or charitable drga- 

^ nizations" qualifying under section 501(c)(3), and from **labor, agri- 
cultural, and horticultural organizations" quklifying under section 501 
/(c)(5) to the **black lung benefit trusts" cited in section 501 (c).(21). 

J Over 650,000 such organizations have received tax-exempt status.^ Not 

/ * • ■ ' ' - ' ' . . ■ ■ - t ' 

■ . 8. Burton Wcisbrod, The Voluntary Nonprofit Sector (Heath, 1977), p. 20. 
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all these organizations participate in programs authorized^by CETA, but 
the list of participating agencies reported by the field associates suggests 
that those that do are quite vjaried. Thiis the list of participating agencies 
must^e divided into categories that are related to how the agencies be-" 
have in using their PSE subsidies. If some types of agencies do better, the 
government can channel more funds into such organizations. 

If the PSE contract v^ere completely specified and fully monitored, the 
characteristics of the organization creatihg the^ubsidized jobs would, be 
irrelevant. That is, in return foe the CETA subsidy, nonprofit Oiganiza- 

. ^iOTis would agree to create a certaiii kifid'of job with a certain amount of 

i;^rainin^ervices for a certain type of worker who would provide a twell- 
tlf^fihed service. Nonprofit organizations failing to deliver.could be sued, 
lose their contracts to other organizations, or both. 

hi practice, PSE objectives and contracts are incompletely specified, 
and it is not ialways possible to obser^ve with much precision what job- 
creating agencies do with the money once they get it.» Two agencies may 
do slightly different things even ^hen both are observing the^ules. For 
example, the costs/of supervising -hcyf workers^ must come from the 
agency's own resources, ^o one agencjrmay provide close supervision 

• while another may supervise its PSE workers only as^^closely as its regular 
workers. To find, out how nonprofit organizations impleihent the" PSE 

^p?ograms, then, one must fook at their actual behavior, riot at written 
promises. We therefore sought a theoiy that would identify characteristics"' 
of nonprofit organizations that wo^ld help predict their, behavior when 
given a CETA employment subsidy. 

: _^ We have found three such characteristics: (I ) the extent to which the 
agency's priiicipal output is a "public," or ''collective;" good; (2X the 
co^istituency and target group of the organization's normal activities; and 
(3) the agency's normal function. 



^ The Collective Nature of the Agency's Mission]and Output ■ 

PSE is intended to benefit the worker as well as the generarpublic. The 
transfer pf ^income to those on whom a PSE job is targeted as well as some' 



1 



" .9- a discussion of the CETA-PSE contract and its deficiencies see Harry 
Katz and MichaerWiscman, --JAn Essay on Subsidized Employment, in the Public 
Sector," in An Interim Report- to the, .Congress of the National Commission for 
Manpower Policy, Job Creation Through Public Service Employment, vol. 3: Com- 
mirj/oW Papcr.r (NCMP, 1978), pp. 151-234. 
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of the public services many PSE jobs promise are "collective-consumptive ^ 
goods." That is, the activity bene^ts a wide range of people, and the re- 
ceipt, of benefits by one person does not significSnfly diminish the benefit 
. enjoyed by another. For example, the fact that^nfe person can enjoy a 
^ clean street does not reduce tfie satisfaction Enjoyed by his or her neigh- 
bor; The. transfer of income and the provision of skills associated with 
PSE jobs are collective goods to the extent that other people benefit when 
the disacwantaged are assisted. ' * 

Nonprofit organizations differ in the degree to which their basic pur-. , 
posf is to produce. goods and services that have collective consumption 
aspects.^'' Some have no^ collective aspects at all. An artists'* marketing 
collective, a trade union, or- a "l5ufiarsocifeiy might provide services only 
to its members; 'For other organizations, collectiye goods are the central 
^ " pah of output— the Salvation Army takes^care of derelicts for all pf ul; 
. various ecological organizations are unable to exclude nonmembers from 
the clean air they help maintain; and if Zero Population Growth lowers 
the Birthrate, all Americans will be affected. » 
^- ' Adherence to federal goals in the use^f CETA employrjient subsidies 
WQiild appear to impose a greater Burd^ on agencies with little orienta- 
• lioa toward collective goods' than on agencies traditionally producing 
such SQrvicesv tti particular, the former may be more prone than others 
to displace regular employees >yith those paid for through CETA to free 
funds for the- benefit ^of their membership. Likewise, an agency, that is 
/ oriented toward pfivate goods may -be less inclined to hire the mosj dis- 
r advantaged P5E workers, because its concern is to provide the best pos- 
^ibte^Sefvice to its members. In doing so such agencfes may use the funds 
in ways at variance with the basic CETA goal of serving the most disad- 
vantaged people and, to the extent pos'sible,. providing useful public ser- 
vices. , , * ^ • 



The Agency's Constituency and Target Group ^ 

We define the cSnstituency .of ^ nonprofit organization aV the group 
extemar to management having the greatest influence on the agency's 
goals and day-to;day operations:^The agency's target is the group or 

. ' 10. See Burton A- Weisbrod, *The Private Nonprofit Sector: What Is ItT' Uni- 
versity of Wisconsin at Madison, Institute for Research on Poverty, Discussion Paper 
416-77 (1977). ^ ' ' , ' 
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groups deriving greatest benefits from its .principal ie^^^ces. A central 
assumption behind CETA regulations is that -those community-based 
^organizations wifh service targets related to the groups intended by Con- 
gress to receive CETA services are likely to be most effective in achieving ' 
CETA goals. ■ ' . 

Community-based nonprofit.organizations arQ rtot the only agencies; 
• however, that se^ve the needs^pf the disadvantaged. Anf agency regulariy 
^serving the targets of . CETA legislation would appear tfnore likely than 
others to use the subsidies efficiently and in accord with CETA goals. 

It is also conceivable that the emphasis on funding local nonprofit or- 
ganizations, whether community based or not, is inappropriate. Organi- 
zations of any hype with national affiliation may more rapidly identify 
with the national objectives implicit in CETA employment program's. 
Moreover, the. publicity associated with inappropriate use may be more 
costly to national organizations. For either reason such agencies may be 
more likely than others to use CETA subsidies in a manner consistent 
with national goals. • 



The Agency's Normal Function ' . 

As discussed above, the CETA'regulations emphasize some national 
organizations because Congress believed that agencies, experienced in. 
providing employment and training services were likely fo do a superior 
job with PSE. Thus if the normal function oKan organization is to provide 
en-.ployment and training services, the agendymay be more likely than 
others to use CETA subsidies in a manner consistent with national CETA 
goals. . f ; 



CETA and the Nonprofit Sector in San Francisco 

This found of the PSE field study sample was not^designed to evaluate 
th^ role of nonprofit organizati9ns in CETA, and as a result the reports of 
field associates for now are probably more useful as a source of hypoth- 
eses than as a rource of conclusive judgments. However, for one city, San 
Francisco, the data collected were sufficiently detailed to investigate some 
of the issues raised concerning the use of nonprofit organizations; This 
section summarizes what these data reveal about the consequences of the 
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use of nonprofit organizations in this major jurisdiction. The next sec- 
tion presents a comparison of ttie use of nonprofit organizations in S^n 
Francisco to what associates reported for other cities. : 



Background \ - 

Sah Francisco is a^CETA prime sponsor, and CETA programs in the 
city are operated by the Mayor's Office of Employment rand Training . 
(MOET), Some San Francisco PSE participants have been "outsta- 
tioned'' in nonprofit organizations since as early as 1971. Before the eco- 
nomic stimulus expansion, these allocatipns^were^done on an informal 
basis. The stimulus package •brought the city two problems. First, the city 
had trouble finding the 2,528 subsidized jobs it was required to provide ' 
under title VI sustainment before it could start to use the projects'mpney. 
Pbviously city departments could not absorb the number of*slots con- 
templated by the stimulus expansion. Second, some officials feared the 
projects rnoney would turn out to be a political liability. This concern was 
based on the expectation (which w^tS^ustified) that demand for the funds 
would exceed supply and that therefore sorha groups would be disap- 
pointed and, rightly or wrongly, would blame the mayor. In addition, it 
was unclear in 1977 just what "projects" amounted to. If the people 

• pickjfed upin these jobs were soon to be laid off, the political benefits from 
their employment would be lost.. MOET decided to isolate the allocation 
of PSE slots from the mayorls office and to make the process as objective 
as possible. \^ 

/On February 23, 1977, MOET published a Request for Proposals in- 
viting nonprofit agencies, along with city departments and other units of 

* government to apply for PSE project slots. The proposals were to describe 
the activity for which CIETA support was requested, the jobs fo be funded, 
and the agency's normal functions and budga.iMOET received 896 pro- 
posals, of which two-thirds were from nonprofit organizations. Table 5t2 
shows the distribution of project applications by type of agency. 



11. This section draws on and extends materials first discussed in Michael Wise- 
man, "Studies in Public Service Employment: Project ReiJbrt,'^ report of the Welfare 
and Employment Studies Project, Institute of Business and Economic Research (Uni- 
versity of California at Berkeley, 1978). A much more detailed study of the behavior 
of San Francisco*s CETA. bureaucracy will appear-in a forthcoming dissertation by 
Fritzi Ressner of the Graduate School of Public Policy at Berkeley -The authors ac-' 
knowledge Reisner*s substantial contribution to the analysis that follows. 
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Table 5-2. Projict Applicafions for Support under the Comprehensive 
Employment and Training Act by Agency-Type, San Francisco- Marck 
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7977 



• ^ Agency type 






' , * City and *-\ Other [ 

county/ Public govern^ 
Item government schools * ments 


Nonprofit 
organi' 
zations 


Total 


Number of applying agencieSN . 28»_ _ 4 16^ 
Number of proposals * J 161 96 32 


314 
667 


362 
- 896 , 


Source: Mayor's Of?kc or Employment and Training. San Frand^^ 

a. Uiy dcpartmcnu counted as separate agencies. 

b. Federal bVancbcs counted as separate agencies. 







MOET ranked each^proposal on a series of sixteen criteria (to be dis- 
cus ;ed below) and recommended funding 375 to the Board of Super- 
visors. After some slight changes the board approved theMist in late June. 
MOET immediately began n^otiatmg contracts with the participating 
agencies. Hiring started in September. By December 31, 1977, the ob- 
servation date for the field study, employment h^d reached the levels 
shown in table 5-3. As the table indicates, the nonprofit sector played an 
important role in the stimulus expansion.' 



The Appiying Agencies 

'. ' 

When a nonprofit organization applies for tax exemption under section 
501 (c) (3) of thf Internal Revenue Code, the Internal Revenue Service 
asks it to choose terms that "describe or most accurately identify'Mts "pur- 
Table 5-3. Public Service Employment Posit ions ^Filled in San Francisco 
as of "December 31, 1977 



9 


i . 


Job location 


5 






Program . 


City and 
county 
government* 


Public - 
schools 


State 
govern- 
ment 


Federal 
govern- 
ment 


/Nonprofit . 
organic 
lotions 


Total 


Title H ' 284 
Title Vr su?tainment 1 , 6^2 
Title VI projects * 2^7. 
'Total • 2,273 


65 
. J53 
48 , 
"266 


2 
70 
6 

, 78 


1 

47 
13 
61 


200 
709 
909 


352 
2,162. 
1,073 
3,587 


an^rSn'ii^"^"*'''**'"! P'^^^^ ^ San Francisco Mayof>, Office of Employment 
a. Includes dty housing and redevelopment agencies. 
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Table 5-4. Type and Percentage of Nonprofit Organizations Applying for 
Public Service Employment Grant San Francisco^ 197f ' 



afact 



Principaractivity of 
nonprofit organization^ Percentage 



Principal activity of 
nonprofit organization'' 



Percentage 



Rcli^ous activities 1 *9 

Schoblsjcolleges, arTd " 

related activities ' ^' ^ 7.0 

Cultural, historical, or other 

educational activities 15.2 

Other instruction and ' 

training activities'' §.6 

Health services and related 

activities 7.6 

iBusiness and professional 

organizations 2.2 

>Mutual organizations* 1.3 

Employee or membership 

benefit organizations . 1.3 

Sports, athletic, recreational, 

. and social activities 1.6 

Youth activities* ; 14.3 



Conservation, environmental, 

and beautification activities 2.9 

Housing activities -^1.0 

" Inner-city or community 

activities 9.9 

Civil rights activities 1.6^ 

Litigation and legal aid 

activities ^ - 3.8 

Legislative and political 

activities 1.3 

Other activities directe;(d » 

toward individVjals*^ * 12. 1 

Activities direc:ed to other 

organizations 2.5 

Other purposed and activities " 1.6 

Insufficient informaiion to . 

.classify ^ 2.2 



Source: System of datsifications from U.S. Interna! Revenue Service: authors have assigned each or- 
ganization to an IRS classification. * 

a. Internal Revenue Service classifications. »• 

b. Includes •'job training, ^counseling, and assisunce" from IRS "activities directed to indivi<|j^!$" 
classification. • " !. *. . 

c. For example, credit unions, mutual insurance companieSv and mutual irrigation or electric companies. 

d. Excludes "job training, counseling and assisiarce" and "day ^re center." - 

c. Includes "day care cicnter" from IRS "activities directed to individuals" classification. 



poses, activities, operations, or type of organization" from a list supplied 
.by the IRS. As the instructions indicate, these descriptors confuse orga- 
nization types with activities, but they provide a' useful instrument for 
describing the range of organizations that applied to MOET for PSR al- 
locations. Table 5-4^t^bulates the nonprofit,organizations that applied for 
San Francisco's PSE money on- the basis of the IRS codes. Apparently 
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Table 5-5. Four Project Proposals, San Francisco, 1977 



Applying agency 
TraveJers Aid 



P/xfcct 



Response o/* 
.Mayor's Office 
Number of Employment 
of Jobs and Training 



Mental Health 
Association 



Tenderloin Center for Children in Crisis: 
a child care center for children of families 
newly arrived in San Francisco and/or 
.living in the tenderloin district. 

Mental Health and the People: PSE em- 
ployees to assist in (1) providing _ 
opportunities for community education 
aboQt mental health, (2) assessing com- 
munity health services, and (3) influencing 
public policies fornmproyement of 
mental health services. ' 



3 ♦ 



Accepted 



Rejected 



Civil Service Asso- 
ciation, Local 400 



Public' Information and Service Program: 
PSE employees to assist. in gathering 
and dissipating information of city 
and county fiscal operations to tfenefift 
employees and laixpayers. \, 

Chinese Culture . Neighborhood Arts Services: PSE em- - 

Foundation \ pioyees to assist in cooidination of 

• foundation's neighborhood ans 

■ ^ services program. 



Rejected 



Accepted- 



Source: Project dcscripliorti submitted Vo Mayor's OflEkc of Employment and Training, San Francisco. 

there IS a broad range of nonprofit organizations in the city. Total expen- 
ditures for fiscal 1977 for these applying organisations wks Sioi million; 
, total overall city-county government xjuUays was $900 million, . 

Most of the nonprofit organizations' proposals involved only a few po- 
siti^ ^ (the average was slightly Under four) and they 4^ere at least as 
varied iu charactcr^as were the sponsoring agencies themselves. The proj- 
ects were predominantly related tosocial services: 76 percent of the pro- 
posals were for health, education, or other social services. Table 5-5.sum. 
marizes four of the proposals. », 
. Besides using the IR§ categories, we classified applying noni5rofiragen-^ 
cies on the basis of the behavioral factors cited earlier. The principal 
activity of about 15 percent of the agencies was producing private goods 
—that is, services for members of participating organizations that did not 
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have a collective-good ^pect.^^ Most ol the agencies Avere not community 
based,,here defined as having a y^ell-defined geographic or demographic 
constituency; indeed only about .11 percent were identified^ withcparticu- ; 
lar neighborhoods and only abpu| 14 percejit were ass6ciated.with^p_ar:? 
.ticular demographic groups. About Sl^percent of the applying organi-^ 
zations had CETA-type training of employmeaCrrelated services as -a* 
principal fiAiction. Only 1J7 percent of the applying organizations were; 
natiojialIy»ajBiliated: J * . ' . " 

. ■ ■ • / ■ •' ■ ■" . ■ • ^ 

* ^ The Selection and Contract Process ^ - 

, . ^ ' ' - « g'' . - ■ ■ o ■ 

The sixteen criteria that MOET usedfto evaluate' proposals, were di- 

vided into tx^o groups: those covenng mmimum requirements and those 
related to Itss tangible impressions of effectiveness and quaHty. MOET 
scored each proposal on^each criterion with a.huipber from 1 (best) to 6 
(disqualilicatipn). Officials then ranked (He proposals on the basis of the 
sum o^the scores of all criteria. ^ ^ V '- 

Although MOET officials tried to take into account both CETA regu- 
lations and qualitative considerations in selecting projects, in practice the 
^'minimum requirements" criteria^ counted most heavily, for there was 
much more variance in the ratings given on them. Partly because of pres-* 
sure to speed the evaluation process MO^ e\4luators placed consider- 
ably more weight on routine requirements of form and organization than' 
they placed on those qualitative factors^^placement commitment, quality 
of training, and market demand for skills imparted— critical to the.Suc- 
cess of structural policy.. f" -^- ^ ^ 

_ TKE CORRELATES OF SUCCESS. To'identify the type 6f nonprofit orga- 
liization that was able to obtain funds tinder MOET's selection procedure, 
we devised a simple model showing:,what determined whether a proposal 
\.was likely to be successful." We found that the MOET criteria favored 
project proposals that were, small relative to overall agency budgets. In/ 

12:-WeJdentified agencies as not providing collective goods if more than 75 per- 
cent of their operating revenues,. were derived from the sale of services and if the 
beneiiciaries of their scrvices could not practically prevent persons who did not pay 
from using the agency's output f ' V 

13. The modet^^and estimation results are described in Janet Galchick and 
Michael Wiseman, "Background Data, Research on Use of Nonprofit Organizations 
in Job Creating in San Francisco,'\Welfare and Employment Studies Project Dis- 
cussion Paper 79-3 (University of* California at Berkeley,' Institute of^Business.and^ 
Economic Research, 1979). 7 ^ 
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. general the projects creating jobs with relatively high Salaries werV.pre- 

: : ferred over projects wkh low salaries, .possibly because high-salary jobs 

. tended b ha favored, were nonprofit 

projects targeted' toward the city's i^sian residents and projects -providing 
social/educational, or health services^ ^ / ; . 

. , - MOETs choices reveal^cfinite preferences for certain types"^^^ 
. cies. Nonprofit organizations a spedfic geographically defined con- 

. stituency were less likely to be successfu^tha^ whose constitu- 

ency was no^ identifiedqwith any specific geographic area, bn the other 

: hand agencies with a demographic consti^ those asso9iated 

traditionally with certain: racial or ethryc groups-^were more likely^ to be 
successful.\* There was no relation b^^tween the collective-good orienta- 

• tipn of the agency Vnormal funetipris' and the likelihood- that a project it 
proposed would obtain funding. ; ^ ^ / [ 

. . To be^sure^ these resiilts are perfectly consistent with the interpretation 

T that Asian-oriented organizationsj and organizations with city-wide con- 
\ stituencies turned-ih better proposals than did bthers?^Regardless of the 
interpretation, the important point is \hat the criteria applied by MOET 

. did direct money toward certain types of projects in certain types of non- 
profit organizations. It these agencies are exceptionally bad or exception- 
ally good in their PSE performance, the overall effect of nonprofit use in 

occurs in the other cities in which 
differed \ A 

coNTRACT^lDn Supervisors :accept^ the project 

■'] : ^JSt, MOET officials- began signing contracts with ttie agencies that had 
^ been/ selects MOET agreement was 

: weakehed by the ambiguity of impossible-to-police requirements such as 
"participants are . . . [to perforni] meaningful, and necessaiy public ser- 
; yice Vi^rk^at all time^ plus the preoccupation of the 

^^^^ ^^'^ other mattere: made- e^^ of the ^ontracts some- 

14. jThese results were not. unwelcome to MOET. At the time projects were bdng 
i agency, along vfith the rest of city government,' was undergoing criti- 

. cism for excessive emphasis on blacks in its affirmative action programs. The strong 
shovving of Asian groups in the project allocations helped counteract this criticism. 
In addition;, the voters had just approved 'a charter amendment that changed the 
^method of fleeting the Board pf^Supeo'isorsirom"^^^ district elections. In 

this context allocation of grants to organi*^zations with.a specific geographic con- 
: .?f*^"^P^y l^^an^^'^pun^t^ ^ particular member of 

y thc Board of Supervisors: If this had occurred tp^ significant extent, M?)ET would ' 
-Vhave faced more problems with the board than was the case given the criteria actu- 
■•v:;alIycmployed^^^;,:■• : ^ ','■■■■)■■■ y . - \. ,. "/ ,■/■■[■ \ .■ / ,. 



Table 5-6. PwZi//c 5^rv/c^ Employment Participant CImracteristicSy San Francisco, December 1977 



Sustainment positions 



1 Project positions 



Participant 
characteristics. 



All city 



City,. 
1977 hires 



Nonprofit 



N onprofit organization project .v* 
Training^ / National'' . Community^ 



l?enuile (percent) 


■ •'■36'^.^ : 




/ ■ ■ ■ ■■■ 


■ -■48*/-, 


'47 


57* 


49 


Years of education (mean) ^ 


■ 13.9 


13.8 


14.1 


■■■■■,15?2*"' 


15.1 


16.9* 


14.6** 


Less than 30 years old 
^vO - (percent) / 


53 ■„■■■'■■ 


61 :": 


59 




.65** : 


. ■ « 
61 


' 50** . 


Nonwhite (percent) \ 


:.' ';" 75 ■ ■ 


75 




55** 


63** 


47** 


.'/3^5^* 


Weeks employccl at time of 
Jr^; entry (mean) ; ; 


44.4 . 




57.4* 


52.9 


50.8 


43.2** 


\50.1 


Receiving public assistance 
' (percent) ^ ' 


.16 




12* ; 


10 • 


8 




11 


Reported number of de-^ 
\ pendents (mean) 


■ -1 ..14 


/ 0,86 


0.75* 


0.44** 


0.41 


.0.37 


0.53. 


Addendunit: 

Number of observations 


1,989 . { 7 


978 


260 


693 


230 ' 


78 


186v 



■ Source: Authors <.abulalions of partjapani dauyprovidcd by the Mayor's Office of Employment and Training, San Francisco. 
J a. Tests of signiticance are for difference from air city sustainment hira^ . 
V.'b. 'TctU of significance are for difference from cd 

l^^ ^r^^^ for difference from /projccu not of indicated organization type. , 

rf e. Nonprofit organizations :uffUtated \iith national org^ 
;i;^ '* 'Con^unity-ba»cd organizations with demo 

* Significant difference at 0.101^^ . -'. 

]v:v*v>^ignifkant difference at O.OS ^ 
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what lax. But it should be pointed* out that many of the ambiguous xe- 
strictions were lifted verbatim from theFederal Register. By D^ctmbtr 
1977, the reference date. for the Brookings field'study, the city had 1,073 
people -employed in projects; two-thirds of these were wooing for noft^ 
profit organizations. . . - 



The Outconji^s 



No data are available that are suitabte for evaluating the ultimate ef- 
fects of the stimulus money on the incomes of PSE participants in San 
. ' FranciscQj At tbe time this chapter was written ^(fall 1979), many of the 
persons hired in 1977 had not left the program. Useful data do exist on 
intermediate outcomes: ch^iracteristics of persons hired and an inde- 
pendent evaluation of project implementation done, by San Francisco's 
Board of Supervisors. V' * 

• ^ PARTICIPANT CHARACTERf5TICs7 D^^ seX, 

and Other characteristics for PSE participants are not an infallible indi- 
cator of the degree of targeting of l oE programs, because some nonmi- 
nority. Well-educated persons are eligible for and nfed subsidized em- 
ployment. However,; il locargoyemment^ agencies hir^ people' who are 
noticeably different fror^i those hired by nonprofit agencies at the same 
time for the same^ program (and in the same labor market), it is reason- 
able to attribute the discrepancy to^differences'.in agency objectives^ and 
possibly to differences in th^ kinds of jobs created and.the skills reqQired 

- to fill them. ; • . . ' V 
To evaluate the targeting of PSE in tKeijonprofit sector in San Fran- 
cisco, .we tabulated eight characteristics of participants for various types 
of employing agencies. Four of the variables related to demographic in- 
formation. These include sex (identified by percentage-of participants 
who are female), age (identified by percentage of participants less 'than 
thirty years old), education, and race (identified by percentage who are 
nonwhite, including Hispanic persons) . The remaining three variables are 
related to economic status and are measured as of the time the partici- 
pant entered the program. These include weeks unemployed, whether the 
participant is from a household that received public assistance through 
aid to families with dependent children or general assistance programs, 
und numberof reported dependents. 

/ Table 5-6 shows the characteristics of San Francisco's PSE partici- 
pants enrolled as of December 31, 1.977- by CETA title and employing 
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agency.^' .Characteristics of persons hired during 1977 are separately 
•identified for city sustainment positions. For projects, characteristics of 
employees in nonprofit organizations and city government are separately 
tabulated. All project employees were hi?ed during 1977. ^• 
, The; following conclusions scs.em to be sypporte^by the data in^he first 
four columns of table 5-6 : 

PSE workers Jiired by nonprofit organizations are more likely than 
those hired by regular city departments to be white females with college , 
educiations^Persons filling project^ jobs in nonprofit agencies showed a 
high level of education; in fact, MOET data show that four but of five had 
educations beyond high school. Nonprofit organizations were significantly 
less likely to hire members pf minority groups than were city government 
departments. v. 

Other tabulations show that among njinority groups the projects pro- 
vided more jobs for Asians than for blacks, and this differs significantly 
from hirin g ratios within city fipvemment. Mored'ver,^ the proportion of 
_welfafeTecipients hired by nonprofit organizations was significantly lower 
than the proportion of welfare recipients among all 1977 hires in city sus- 
tainment positions. >* ' 

When they enter the program, PSE participants are asked to report the 
number of dependents they have, not including tliemselves. These reports 
provide some information on the effect of PSE wages on the well-b.eing of 
persoris other than the participant. The average PSE participant in San 
Francisco city government reports about one dependent. The mean for 
1977 hires in city government (see table 5-6) is less— 0.86 in sustain- 
ment positions and 0,75 in project slots. For project jobs in nonprofit or- 
ganizations the average number of dependents per participant is less than 
half the overall PSE city government average. Almost eight out of ten 
(78 percent) of public service employees in nonprofit organizations re- 
ported no dependents at all. 

These dependency ratios may simply reflsct the greater proportion of 
women in nonprofit organization employment. When the number of de- 
pendents by employing agency was analyzed for women only, however, 
the result wa^he same. v . 

^ The differences in participant characteristics between government and 
nonprofit agencies may have been due to differences in the type of posi-* 
tions offered by each type of employing agen(;y. For tljis reason the char- 

- ■ . . . \ . '■ ' 

15. PSE workers in the school district or other governments arc not included. 
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acteristics of persons holding secretarial-clerical positions-^ relatively 
.-homogeneous occupation— were.tabulated by agency. . Once again the re- 
sults were the same: 90 percent of persons holding PSE jobs of this type 
in nonprofit organizations reported more than » high school education, 
-while only 48 percent of city PSE jobholders in this classification did! 
■ •niirty-seven percent of secretarial-clerical PSE jobholders in the non- 
profit agencies were white>only 21 percent of city jobholders were white. 
Nonprofit agencies, in San Francisco appear to target their hiring less 
n; than do regular city govenimen^er^^ 

It is also possible to investigate the-characteristics oi participants in 
; projects "on the margin." As employment expansion continues, does tar- 
geting deteriorate or improve? The answer appears to be neither. No sig- 
nificant difference could be identified between hires in the best projects 
by MOETs criteria and those thS are closer to the margin .of acceptabil- 
ity. The more marginal projects tended to hire more blacks and fewer 
. Asians or whites. 

Although these results strongly suggest that nonprofit organizations 
have a comparatively poor record in targeting, these particular data may 
be influenced by the unusual nature of San Francisco itself. Although the 
, city shares many characteristics with other cities, the magnitude of its 
problems may be overstated by indicators meant to be applicable to the 
full range of American cities. Some features of San Francisco make it a ' 
desirable place to live. Young, better-educated persons with limited work 
exp^Yience may be. attracted to the city and as a result may be dispropor- 
tionately represented as PSE workers in nonprofit social service agencies. 
.• /TTie^sults'reported so far are for all participating nonprofit agencies 
combined^It is useful to disaggregate the participant data along the lines 
that.we earlier suggested might have behavioral significance.. We classi- 
fied organizations into three types for this purpose: (1) agencies with a 
community-based (demographic or geographic) constituency, (2). agen- 
cies whose principal function is to provide training and job-related ser- 
vices, and (3) agencies with a national affiliation. The disaggregation 
accomplished by this classification is modest, but it is a step in the direc- 
. tion of identifying whether and how 'certain types of agencies affect the 
' outcomes of CETA policy. Data classified in this way appear in the last 
. three, columns of table 5-6. ; 

_ The disaggre^ted nonprofit participant data support several conclu- 
sions. Agencies with a formal orientation toward training appear to em- 
ploy younger workers and workers who are from minority grpups more 
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frequently, than do others. Like- othier nonprofit, organizations, these -agen- ^ 
cies do not target PSE jobs on welfare recipients or on wiarkers witlj de- 
pendents as well as the city did Svith its sustainment slots. The lower 
dependency ratio could be due to the' emphasis, on youth, however. Not 
surprisingly, conimunity-based organizations do hire more minority work- 
ers than do other nonprofit' organizations; on the average, the workers ' 
they employ appear more disadvantaged, Tepcrting less education ajni 
more dependents and greater frequency of welfare receipt than da R?ir- 
ticipants in other nonprofit organizations. Only the difference in minor- 
ity proportions and education is statistically significant, however. Filially, 
the table speaks strorigest on the issue fof home-based versus national 
Affiliates. On the average, targeting was much worse for nationally affili-^ 
ated organ^ions. Note that the categories are not mutually exclusive: 
some nationahy aflaiiated organizations' do employment and training 
work, and these agencies tended to hire in the same, manner as other 
training-oriented nonprofit agencies. 

board' OF SUPERVISORS EVALUATION PROJECT. In the fall of 1977 the 
San Francisco^bard of Supervisors asked its budget analyst to study PSE 
implem en tation\n the nonprofit organizations that had received project 
allocations from,the stimulus funds. The study was undertaken with staff 
' hired with PSE money The analyst's report was issued on February 6, 
^197jB.*« The style of the evaluation was zealous and explicitly patterned 
after those of the General Accounting Office. The report is used here to 
provide elenients of a study of PSE outcomes. * 

, The board's analysts made on-site visits to 202 of the projects funded 
by MOET and evaluated each on the basis of five criteria: (1) source of 
refeixals for PSE hires, (2) maintenance of separate bank accounts for 
CETA funds, (3) compliance Avith record-keeping and reporting require- 
ments, (4) appropriate use of CETA-subsidized personnel, and (5) re- 
sources and organizational support provided PSE jobholders. Criteria 
one through three relate to compliance witH routine tequirements. Cri- 
terion four was intended to get at the displacement issue. An agency was 
cited for inappropriate use' if it was "using CETA participants to carry, 
out routine agency functions or . . . not addressing the project goal and 
/activities specified by the contract^'^" Criterion five related to the quality 

16. San Francisco Board of Supervisors, 'JMonitorihg Report of the Comprehen- 
sive Employment and Training Act (CETA) Title VI ''ublic Service Employment 
Projects Operated by Private Nonprofit Organizations" v February 1978), p. 14. 
.. 17." Ibid, . 
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. of the CETA jobs and whether sponsoring agencies provided adequate 
supervision, facilities, and training for the participants/The analysts sim- 
ply gave each project a "problem*^^ or "no problem'Vranking on each item. 
Thus it was pbssible for a pruje^i^o^recgiy^^ five "b^(i marks." Most 
received^ ont, since very few agencies hired from, employment service 
referrals— the test for bad marks on criterion one. The analysts*" rating 
can be used to invesngatejhree questionsr v 
^ ^To what extent did MOET's proposal evaluations detect, shortcom- 
ings that were related to problems ideWified by the board's m^^ 
team once* projects were in place? . \ ' 

—Was th^ere any identifiable relation! between **bad" rankings b> the 
Board of Supervisors and those agency chjaracteristics hypothesized above 
to affect behavior? j . 

. —Was there any identifiable relation/between "bad",rankings by the 
Board of Supervisors and the characteristics of /the people hired by the 
project? ^ - ' ^ 

To answer these questions^ we. analyzed the board's evaluators' judg- 
ments about whether the agency's use of PSE' workers was appropriate 
Criterion 4) and whether its resources were sufficient (criterion 5). Al- 
though deficiencies in ail five categories could be attributed to the newness 
hi the project approach, the speed at which/ projects were to be imple- 
mented, and the early stage at which the projects were evaluated, the two 
■ categories we chose seemed the ipost likely to reveal fundamental agency 
shortcomings. . , / . 

Using these two factors, we compared/ participant characteristics in 
problem projects tb those in others. We also tried to detect relationships 
between the probability of a "problem" classification and certain agency 
and project characteristics. We found no significant correlation between 
the board's evaluation results and MOE^s. overall project ranking. Some 
of the individual criteria used by MOET^ however, proved good predic- 
tors of the outcome of the board's investigation. For example, those 
projects that involved activities certain to be completed within a year and 
were scored well on this characteristic by MOET were, exceptionally . 
likely (compared with others) Jto fall into the-board's "bad" category. 
Apparently the more.discrete and separable the projects activity was from 
the agency's day-to-day functions, the more likely it was to be ill-managed 
in the opinion of the board's analysts. 

MOET's advance evaluation of the quality of- training and supervision 
expecte'd for a project was borne out by the board's' results, found a 
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significant' relation between the way MOET rated a project on these cri- . 

, teria and the likelihood that the board's team would , cite jthe project for 
providing insufficient resources and organizational ^support for partici- 
pants. In general both the MOET and the Board of Supervisors evalu- 
ations gave projects low^ marks on quality of traitfing and supervision. 
The average MOET rating t>f project proposals from nonprofit brganiza-^ 
tions was 4.1 on a scale of 1 (best) p 5 (worst). The board's monitoring 
team reported that for half of the projects examined the sponsoring 
agency had "not committed sufficient resources to provide new CETA 
participants with adequate organizational support."*^ , 
" As was the case for MOET's ranking, we detected no significant rela- 

. tionship between the characteristics of persons hired for problem projects 
and the characteristics of per;5ons hired for other projects. We can infer 

* that in San Francisco, at least, attention to management standards need 
not imperil the flow of CETA income to disadvantaged households. 

The sample of agencies evaluated by the Board of Supervisors' team 
was quite small, so it was difficult to rel?ite evaluation results to agency 
characteristics. We' did fin*d, however, that agencies whose normal func- 
tions focused on providing "private goods" were more likely.than others 
to.be cited by the board's monitoring team for "inappropriate personnel 
utilization."^® The same holds true for projects within agencies that have 
employment and training as a normal function. A significant positive re- 

; lationship was also detected betwee n the numb er of positions assigned to 

, the agency and the likelihoodofcitation for inappropnate jobTise:***"— 
These relationships and the characterization on which they are based 
are quite crude. Nonetheless, the results support the contention that there 
are systematic differences among different types ^of nonprofit organiza- 
tions in response to PSE subsidies, and that the outcomes may be related 

' to factors, such as size of project, over which the agency has some con- 
trol. More work is needed on models of nonprofit agencies to help plan 
the best ways to subsidize their work. ' 

il8. Ibid., p. 11. : 
19. Ibid., p. 14. ; ; 

. 20. The conclusions cited in ihis.paragraph are based on results of estimation of 
a logit equation jelating the probability of citation of an individual project by the 
Board of Supervisors evaluation project for the problems cited in the text to project 
and sponsoring organization characteristics. A complete description of these esti- 
mation results is available in Galchxck and Wiseman, "Background Data." 
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Summary • . ■ , 

\We can draw the following conclusions from our study of the use of 
nonprofit organizations for PSE in San Francisco: 

.—Prime sponsor preferences had a significant effect on the selection 
of nonprofit organizations that applied to participate in PSE. Different 

: preferences would' have substantially changed. the character of the em- 
ploying agencies. If agencies of differerit types use PSE differently, this 
means that the outcomes from the use of nonprofit organizations in CETA 
will depiend on prime sponsors. ■ 

7 —Nonprofit organizations in San Franciscp targeted less than did local 
government departments. ' • • - / 

' -^ome evidence was found of differences among nonprofit organiza-* 
tions in their commitment^to federal goals fof PSE that could be related 

- to the character of their normal function. 

■: —San Francisco's /valuation criteria appear to have discriminated 
against nonprofit organizations with national affiliatiojis. The results of' 
^he participant-characteristic tabulations appear tojustify this preference. 

—The margin for additional expansion of PSE in the nonprofit sector 
• is considerable: We found no evidence that targeting deteriorates as.out- 
reach into the^onprofit sector increases, but ^his may be a result of the 
ordering of ri^nprofit brganizatioils iniposed by San Francisco's evalu- 
ation criteria. Some evidence was found in the Board of Supervisors' 
evaluation results that, all other things'being equaj, larger projects were 
more likely to lead to inappropriate job use than were small ones. This is ' 
important, fpr MOET, like other prime sponsors, is likely to emphasize 
large projec^ because they economize on agency effort. 

—Both MOET's bwn evaluation of the nonprofit projecf pr6posals 
and the.study done after implementation by t'he Board of Supervisors sug- 
gest that nonprofit organizations^ used in San Francisco do n6t excel in 
providing the kinds of training needed for a structural PSE policy. 

The San Francisco results" dp not provide information on the effect of 
possible variations in the CETA contract, and no information was avail- 
able on the effect of PSE on nonprofit organization service delivery. Be- 
cause of the procedures MOET used, this countercyclical program took 
a long time to start-^lose to eight months. Some of the delay, however, 
was caused by special bircumstances unlikely to be present in the future. 
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: Nonprofit Public Service Employment Elsewhere y . 

Although the data about nonprofit organizations in San Francisco pro- 
videjmportant clues to the jrole of these organizajlions in other prime 
sponsor jurisdictions, by itself the evaluatignjs^ritiited because may 
liot a^ply anywhere outside San Francisco. Federal- rules and regulations 
are the same for everyone. Yet,these rules and regulations are interpreted 
by prime' sponsor oflBcials^who have different attitudes about the program 
and who aresubject to a variety of different local constraints. In this sec- 
tion we analyze nonprofit data for other prime sponsors in the field study 
sample. Although these data are imperfect at best, we can, combine them 
with the San Francisco data and draw some tentative conclusioris'^rtjout 
nonprofit effectiveness in the PSE program. 

«,fc','.'.' ? .'' * 

Attitudes and Policy Choice 

Federal policy and regulations generally fail tQ distinguish the different 
roles that nonprofit organizationsjifcan play in employment and training 
programs.'By contrast, the field associates' reports for prime sponsor jur- 
isdictions suggest that local officials apparently have clear notions about 
what should be expectfed from nonprofit agencies within their jurisdic- 
tions. * T ^ 

We. tried to classify the primp sponsor jurisdictions included in the 
" sample by the most prevalent attitude the jurisdiction's oflScials had to-^ 
ward organization involvement in the project portionlif PSE— the part of 
the program in which the federal government encouraged greater use^of 
nonprofit agencies. Although it is not always easy to identify any single 
rationale for using or not usin^ nonprofit organizations, three major atti- 
tudes seemed to predominate among prime sponsors adopting a. positive 
: attitude to>yard their inyolvement. - V 

As might be expected, oflScials who favored using nonprofit organiza- 
tions felt.they had a commitment to serving the long-term unemployed or 
other disadvantaged target -groups: For example, the associate in one 
large city reported: "The selection of community-based organizations as 
subcontractors under project PSE insures the continued targeting of funds 
towards the minority disadvantaged." 

Because the project approach also was to be implemented as part of a 

■ . . " ' 118 ■ ' ' 
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CQujitercycIical prpgram, officials in a number of jurisdictions (including 
San Francisco) saw the use of nonprofit organizations as the best way to 
hire a large number of persons qui6kly. For these governments the coun- 
tercyclical strategy became the most important consideration in the use of 
nonprofit agencies. As one associate put it: • 

The city and other governments were not hiring nearly enough title Vl'par- 
ticipants to achieve hiring goals by the end of 1977. The PSE managers de- 
cideu to sharply increase the number of slots to nonprofit organizations. 
Fortuitous y, the Department of Labor was also calling for substantial m.n- 
^'1 ',"volvement in PSE. The city far exceeded the national policy target lor 
ndhprofits. \ ■ ° , 

J A third reported reason for involvement of nonprofit agencies was po- 
iiticai; some nonprofit organizations were viewed as having the necessary 
local political influence to ensure a role for themselves. For example, in 
one city the associate maintained that the city council was "aware of the 
political clout of some CBOs." 

Although these three attitudes favor a larger role for nonprofit organi- 
zations, a fair proportion of prime sponsors would not have used these 
organizations without the federal requirement. Moreover, no associate 
reported that local officials viewed nonprofit agencies as a primary means 
of meeting local piiblic service needs. Apparently governmental jurisdic- 
tions—not nonprofit organizations— are considered to be more important 
when public services are emphasized under PSE. Governments that put . 
more emphasis on public services and also are less likely to use nonprofit 
agencies in many cases afe fiscally distressed jurisdictions that need PSE 
to provide essential services. But a.similar'tendency was evident in rela- 
tively well-off suburban jurisdictions that were attracted to PSE by the 
possibility of enhancing the level of public services. 

The differences in attitudes reported by field associates are to some 
extent reflected in the proportion of project positions that the prime spon- 
sor actually allocated to this sector. Table 5-7 shows that prime sponsors^ 
whose officials had^a "countercyclical strategy"— those who wanted to fill 
many positions quickly— tended to involve nonprofit agencies most fre- 
quently. Almost twice the percentage of project positions on the average 
^ were going to nonprofit organizations in these jurisdictions than the De- 
partment of Labor required. The association of nonprofit organizations 
with target groups also ensured a slightly larger than mandated role for 
-such^orga'nizatipns. Prime sponsors that did not want the involvement of 
nonprofit organizations did'not use them as much as did others with more 
positive attitudes. 
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Table 5-7. Allocation of Project Positions to Nonprofit Agencies by 
Reason, Selected Sample" Jurisdictions, 1977 



• - ^ J 


Mean percentage of . 


Reported reasch for use of " 


positions allocated to 


nonprofit agenties^ 


nonprofit agencies^ 


To serve target groups (n = 7) 


37 ' 


Xp fill niany positions quickly {n = 5) 


59 


Agencies have political influence {n = 2) 


♦28 


Prefers not to use nonprofit agencies {n = 5) 


19 > 



Source: Daiajn^rtcd by Brookings field associates, nineteen jurisdictions included, 
a. Unwctghlcd; includes some positions allocated but not yet filled as of D«ccmbcr 31. 1977. 



Political influence alone was not enough to ensure a large role for non- 
profit organizations during the ecbnomic stimulus expansion of programs. 
One reason is that they had hot been large employers of participants be- 
.fore that time. Some associates reported, however, that the stimulus ex- 
pansion did establish an important precedent for nonprofit org;j r otations, 
and these associates predicted more competiliori for funding ^ tb< future. 

Project Evaluations 

The analysis of San Francisco data suggested that both the/project pro- 
posal evaluation criteria per se.and the act of rating project proposals on 
the basis of these criteria affected the kinds of nonprofit organizations, 
likely to receive project funding. How similar was this evaluation proce- 
dure to that used by other prime sponsors? How useful are these kinds of 
evaluations infiltering nonprofit agencies? 

In the regulations governing the administration of the project portion 
of PSE,* the Department of Labor required all prime sponsors to. solicit 
and evaluate project proposals for possible fundfng. In doing so prime 
sponsors were required to ensure that federal law would not be violated; 
for example, jurisdictions had to maintain their local level of tax effort, 
and private profit-m^ing organizations could nbt receive fiinds. Other- 
wise prime sponsors had some latitude in designing and uising an evalu- 
atjon system. , 

Point systems similar to San Francisco's appeared to be- a popular 
method of ranking proposals. But other jurisdictions were more likely to 
separate "minimum project requirements" from criteria that were more 
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comparative in nature. In these cases the minimum requirements were not 
extensive and did not become part of the relative rankings thatwere ulti- 
mately used to choose among proposals. 

Aside from the differences in the treatment of minimum requirements 
and weights attached to individual criteria, the evaluation criteria of the 
different jurisdictions generally dealt with similar issues. Most jurisdic- 

\ tions set criteria having to d6 with structural aspects of the program— the 
i targeting, training, and transition of participants. Yet these criteria were 
almost always broadly | stated,, and they were^sefdom accompanied by 
guidehnes to help proposal evaluators assign points in a uniform way. For 
example, several jurisdictions gave more points to projects that had a 
commitment to hiring the unskilled. But virtually none of these jurisdic- 
tions provided guidance as to precisely how many participants in what 
types of occupations constituted such a commitment. Moreover,'some cri- 
teria concerned "serving the target groups." Yet few evaluations stipu- 
lated exactly which target groups should be given priority. 

/The general lack of specificity in the rating of project proposals has 

: several .results. First, the evaluation. procedure loses some ability to dis- 
tinguish between project proposals that meet federal requirements and" 

/explicit local objectives a/id those that do not. Second, as demonstrated 
111 San Francisco, lack of specificity in evaluating goals may lead evalu- 

• atorsjo^ive exceptional weight to mere {)rocedural matters as they allo- 
^cate funds. Third, ambiguity in the selection process reduces the likeli- 
hood that the contract between the prime sponsor and the nonprofit ' 
organization will be tightly specified and property implemented. 

We emphasize, that the project approach was a new and large-scale 
venture for both the prime sponsors that evaluated proposals and for the 
nonprofit organizations that submitted and implemented them. Nonethe- 
less, many of the problems identified in these kinds of evaluations may be, 
inherent in the process itself and may reappear should federal counter- 
cyclical policy once again mandate a massive buildup in the number of 
PSEjobs." ' • 

> ' - ■ 

The Parricipating Organizations / 

The field data do not allow us to describe in detail the process by which 
the project evaluations result injhe^choice of nonprofit organizations for 
funding. But we can compare in a general way the choices in other prime 
sponsors with those of San Francisco. • , " 
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Wc have already seen that both in Sah Francisco and in all prime 
sponsors in biir sample national nonprofit organizations received fewer 
PSE positions-lhan did local organizations. The national training organi- 
zations that had their roots in the poveny programs of the 1960s and 
whose influence was a key factor in the expanded role for nonprofit agen- - 
cies under PSE received even fewer positions^There are several possible 
reasons for this development. First, the nuniber of local organizations 
available to apply for PSE allocations far exceeds the number of available 
"nation als."'^^ On the average, however, national organizations would 
tend to be larger in size and would be more likely to meet at least the mini- 
mum requirements for receipt of PSE allocations. Second, it is possible 
thit-raaiiy national nonprofit organizations simply did not apply-for PSE 
funding: BiJreVidcnce from the field reports suggests that it was not/Qn- 
common for prime sponsors to solicit individual organizations for project 
proposals. Given this practice, it is unlikely that suitable national organi- 
zations would have been ignored. Third, some observers have suggested 
that local affiliates of national organizations may not have the flexibility 
to deviate much from the policies set at headquarters — and tailoring job 
requests to the needs of the prime sponsor may require a considerable de- 
gree of flexibility. 

A fourth possible reason for the relatively poor showing of national 
organizationr, as PSE employers is that they may have been of greater 
value in an alternative role. For seven of the prime sponsor jurisdictions 
in our saihple, national organizations were used as "umbrella organiza- 
tions." In most instances these umbrella organizations handled the allo- 
cation of positions among other nonprofit agencies. They also played a 
key role in PSe' implementation in tjie nonprofit sector by coordinating 
participant selection and refen^ by keeping enrollment and payroll rec- 
ords, and by providing technical assistance to other nonprofit organiza- 
tions. \ 

There seem to be two basic reasons, for using such umbrella, organiza- 
tions. The first is a matter of competence. In some jurisdictions the um- 
brella organization helped the prime sponsor administer a much expanded 
program, especially by giving technical ^nd administrative assistance to 
the new players in PSE— the smaller^ local nonprofit agencies.. The sec- 
ond is a matter of politics. The use of umbrella organizations Jo aljocate 
" ■ . ; • ' : ' ' V 

2lV Approximately 14,000 national organizations tre listed in Fisk, Encyclopedia 
of Associations. This amounts to slightly over 2 percent of Weisbrod'i estimate of 
the number of existing national and local nonprofit organizations. « , 
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positions or to administer the program, or to dp both, reduced political 
Jvpressure OP the prime sponsor. ' : ' - ; 

These therefore tend to have their 

greatest impact in program administration rather than 'in directly provid- 
ing employment and training. Prime 5ponsors apparently preferred to use 
national organizations in this way. Whether this "guidance" function led 
to the provision of more or fewer jo]bs to the disadvantaged than would 
otherwise haye been the case is not clear. 

/ TheContrqcis ; . - • 

' An importaiit aspect of the cjontract between prime sponsors and non- 
profit organizations is the specification of how much money will be allo- 
cated for administrative purposes. The CETA' regulations allowed up to 
15 percent of the grant to be used for administration and related mat- 
ter^" These allowances a^^ two primary purposes: hiring staff 
to handle enrollment and. payroll records, and hiring staff to supervise 

and train participants. _ _ ' ' ' ■■ 

: Evidence from the field 'reports , suggests that the actual proportion 
allocated lias ranged :from«Bw;o to the full allowable/amount. An across- 
the-board allocation of an administrative allowande to all PSE subcon- 
tractors is more the exception than the rule. Several jurisdictions, includ- 
ing San Francisco, provided no administrative, allowances to nonprofit 
orgariizations. In some governments the reason for keeping administrative 
costs low^s quitfi^^ the less spent on administration, the 

rn.ore would b^^M^fbt to pay participants. In other jurisdictions partici- 
pants in a nOmber^ organizations were considered to be out- 
stationed eA;ij>lgy^s of either the prime sponsor or an umbrella agency. ' 
Whether outstationing was done for administrative convenience or politi- 
cal considerations, a common result was that the nonprofit employer's 
grant covered only the wages and fringe benefits the workers were paid. 
■ When prime sponsors do not provide administrative allowances to non- 
profit organizations, these organizations can only provide extra super- 
vision or training for PSE workers if they commit non-CETA funds to do 
it. Under this circumstance the nature of the employing nonprofit orga- 
nization itself— the agency's normal function and objectives— becomes 

22; Allowable federal costs for the PSE stiinuIus expansion are described in 
"Allowable Federal Costs," Fe^era/ Register, vol. 42 (October* 18, 1977), pp. 
55763-66. 
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"Table Charactemtics of Public Service. Employment Participants by Class of Jurisdiction, Agency, and Program Type, 
Selected Prime Sponsors in th^^^ 
Unweighted, average percentagds : 



Large distressed cities 
• > (/I = 5) 



Other Ic rge cities 
(./ - 5) 



Small^ties and 
suburban counties 





Government 


Nonprofit 


' Government 


Nonprofit 


Government 


Nonprofit 


; Participant characteristic^ 


S 


P, 


S 


P 


S 


P . 


S 


P 


S 


P 




P 


Male* 




70 


66 


62 


65 


65 


■41. 


57 


54 


52 


38 


42 


Nonwhite ^* \ 


60 


71 


*52 


70 


62 


66 


48 


49 


24 


23 


31 


25 


Less than 22 years old ' • 


20 


22 


25 


15 


24 


' 22f 


11 


13 


21 


18 


9 


10 


Less than 12 years of schooHhg 


28 


28 


27 


22 


15 


15, 


4 


13 


27 


25 


23 


16 


UnemployedJ5 of more of previous 20 weeks 


54 


88 


62 , 


.94./ 


7 58 


77 




76 


39 


58 


47 


65 


Unemployed less than 1 5 of .previous weeks 


42 


5 


38 


2 


18 


21 


42 


24 


34 ' 


24 


20 


9 


Family receives AFDC - • 


18 


35 


4 • 


0 

28 


6 


8 


12 


, 9 


7 


. -4 • 


13. 




Family income less than 70 percent of _ 
"lower living standard** 


45\ 


75 


55 


85 


. 67 


75 


66 


75 


36 


38 


56. „ 


_68 


Economically ^disadvan taged 


;63 


.87 


55 


90 


67 


81 \ 


76 


79 




62 


65 


8O: 



a. Characteristics arc defined as of the timo-of the participants* entry into the program. 
S ^ Sustainment positions. . 
P o Project positions, 

.AFDC » Aid to families with dependent children. . 
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an important determinant of whether it provides additional supervision 
and training. ^ " 

Outcomes: Targeting, Training, and Transition 

■ Analysis of participant characteristics in San Francisco raised serious 
doubts about the ability of nonprofit organjzaUons/especially national 
. organizations, to be morQ effective than govej^nmental units in targeting 
on the Structurally disadvantaged. The questionjremains, however: Is San\^ 
Francisco an unusual case, or does thi^ interpretation hold up in other * 
prime sponsors^ as. well? 

The field associates collected data onT)articipant charactMstics of en- 
rollees as of December 1977 (see table 5-8). Although these data may 
be biased because the characteristics reported in the larger jurisdictions 
reflect particular agencies selected for sampling, this information does 
provide important points of comparison with the San Francisco dataJ 

The most striking finding relates to the age, race, sijx, and educational 
attainment of the participants. In all types olT jurisdictions, larger per- 
centages of participants in nonprofit organizations are female, white, rela- 
tively old,- and well educated than are participants employed, in govern- 
ment agencies. This appears to be true for both the sustainment and the 
project portions of ;he program. The notable exception tc this tendency 
occurs in suburban prime sponsors". Nonprofit organizations in these juris* 
dictions employed a greater percentage of minorities than did government 
agencies. ^ \ 

That demographic characteristics are skewed in favor of older, more** • 
highly educated females ^may reflect the general cultural and social ser- 
vices orientation of the majority of nonprofit agencies. This orientation 
offsets the kinds of PSE jobs created on a large scale in government and 
traditionally held by men — those in public works and sanitation, for ex- 
ample. At the same time, the nonprofit agencies niay create jobs requiring 
more skills than those normally needed on governmental street crews, and 
to fill them they select females who are more well off in tenns of age and 
edutational attainment. , v . . ^ 

Interpreting information on employment history and income is. much 
more difficult because the data do not allow us to control for the.length 
of time that the participants had been enrolled in the program. The rules 
of PSE participant eligibility had undergone several changes siKpe the 
start of CETA programs, and this may partly explain why nonprofitagen- 

. ' ' ' ... ■ ^ . ... * I 
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cics were reported to be ^serving the more disadvantaged in the sustain- 
ment portion of the program. Because nonprofit organizations as a whole 
were not large PSE employers until.the stimulus expansion, the income 
and eriiployment characteristics of their sustainment hires would be ex- 
pected to be like those of project participants. Half of the new sustain- 
ment hires were to meet the stricter eligibility criteria required for all 
project participants. 

Likewise, explaining the pattern of income and enlployment character- 
istics for nonprofit and government agencies in the project portion is more 
complicated because local o^cials had Ae flexibility to impos^ eligibility 
standards in addition to federal requirements. One finding that does 
emerge,' however, contrasts somewhat with- the findings on demographic 
characteristics. With some exceptions, nonprofit organizations targeted 
on the basis of income and employment history as much as or more than 
did governmental units. 

On balance these data partly support the San Francisco conclusions 
ab6utTthelii^ingTffeSi\^ c^qonprbfit organizations. Such organi- 
rftions do as well as governments in iheeting the eligibility requirements 
set up in the law— requirement^-havipg to do with income and employ- 
ment status. If targeting oniemales, minorities, youth, arid less-educated, 
individuals is also intended4o.be part of the commitment ofCETA, the 
record of nonprofit organizations looks less favorable. Aside from ex- 
ceptional employment of wonjjm, such agencies appear to be less likely to 
serve these groups than are governments. 

Although many consider targeting to be the most important factor call- 
ing for involving nonprofit organizations in PSE, training is also impor- 
tant in measuring nonprofit success in carrying out structural objectives. 
Although the field reports do not allow us to compare the training taking- 
place in governments \yith that in nonprofit organizations, we can cvalu- . 
ate in a general way the importance of training for all types of employing 
agencies and then make some general observations about training in non- 
profit agencies. ' i 

^ The amount of training varies a great deal from jurisdiction to jurisdic-^^ 
tion. Field associates for only five of the twenty-two sample prime spon- 
sors reported that their jurisdictions provided good training opportunities 
for their participants. Seven more prime sponsors provided moderate 
levels of training, and ten prime sponsors provided feWs^training oppor- 
. tunities. -j-^' ■ ' \, ' 

The level of training provided is apparently not related to the use of 
nonprofit organizafTons as employers,^f PSE workers. When governments 
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were put into high, moderate, and low training categories, the mean level 
of participants in nonprofit organizations- was approximately the same— 
25 percent— for each. Two tentative conclusions can be drawn as a result. 
First, .it n ly be that a large commitment to nonprofit organizations 
neither promotes nor impedes training opportunjUes lor participants. 
Second, although prime sponsor allocation criteria usually include train- 
ing objectives, in practice evaluators apparently do not take such criteria 
seriously. Other\vise the "high training" sponsors would have had a dis- 
proportionate number of jobs in nonprofit organizations. 

The field reports also do not allow us to draw strong conclusions about 
the relative effectiveness of nonprofit organizations in PSE transition ef- 
forts—a third important structural objective. It appears, however, that 
transition opportunities were not being encouraged for governments or 
nonprofit agencies. This lack of emphasis was due to the federal counter- 
cyclical strategy. The field observations occurred at a time when the fed- 
eral government was encouraging both structural and countercyclical 
policies simultaneously. The result, intentional or not, was that prime 
sponsors emphasized the hiring rather than the structural goals of PSE. 

Even though local ofiicials Were rapidly building up PSE levels, we-still 
found evidence that some of .these ofiicials were also reluctant to depend 
on nonprofit organizations for PSE transition becayse the nature of the. 
services the agencies provide may not qfler.a good opportunity for it. 
D^ta from San Frajicisco and from the other prime sponsors show that 
while the purposes of nonprofit organizations in PSE may 6e varied, these 
organizations are largely confined to'social service and cultural activities. 
This concentration limits the types of occupations thatxan be developed 
to perform needed tasks. Moreover, by their very nature nonprofit agen- 
cies may engage in activities .that neither the government nor the private 
sector will/undertake. If participants gain skills and experience that are 
specific to their jobs in nonprofit agencies, they might not be able to use 
those skills elsewhere. Innovative uses of PSE participants in nonprofit 
organizations may therefore ultimately work to the disadvantage of the 
participants themselves. ' " 



' Summary ; 

^'^^^'^ associates' reports generally support the conclusions drawn from 
the San Francisco analysis. In^particular, the following points may be em- 
phasized: ' 

—Because federal PSE policy does not clearly distinguish among struc- 
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tural, countercyclical, and public service objectives, the attitudes and 
preferences of local prims sponsors are important determinants of the 
extent and character of participation by nonprofit organizations. Al- 
though many local' olBScials equate nonprofit organizations with a com- 
mitment toVserving target groups, actual involvement of nonprofit agen-. 
cies in 1977 tended to be greatest when local government policy was.itself 
oriented'toward countercyclical objectives. 

— -The project selection procedures used during our observation period 
were not specific enough to predict what kinds of nonprofit organizations 
receive funding and what results funded projects will actually produce. 
Contracts between prime sponsors and nonprofit organizations generally, 
did not specify how an organization must meet federal requirements or 
local objectives. 

—Locally based nonprofit organizations employ far more PSE work- 
ers than do national organizations. 'Nationally affiliated organizations 
were occasionally used by prime sponsors to coordinate PSE in the non- 
profit sector! But the nonprofit organizations seen in Washington are not 
by and large the agencies that get the job allocations. > 

—Data from the sample, jurisdictions generally support the conclusion 
based on the San Francisco evidence that nonprofit organizations do not 
' achieve the targeting objectives of PSE as well as do local governments. 
Whether nonprofit organization training .and transition capabilities are 
better or worse is still debatable because o^r evidence indicates that these 
goals were not emphasized in either sectorV Fragmentary comparative evi- 
dence suggests, however, that the 'federal/ government should nof change 
the mix of PSE toward greater placement in nonprofit organizations if it 
wants to pursue structural objectives. 

■ ■ ■ ■ . ^ ' ; 

Implications,' . 

The results presented in ims chapter have implications for both re- 
search and policy. These implications are weak because, as has already 
been pointed out, they are drawn from data that were collected for other 
ends. ^ 

On the research side, the San Frandspo data suggest that there are_ in- 
deed behavioral differences among different types of nonprofit organiza- 
tions and that these differences affect performance under PSE. These 
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results need to be verified at dther sites, and much more study is needed 
on the behavior of nonprofit organizations. 

On the policy side, if a^I nonprofit organizations behaved the same way 
and if the data presented here were the best available for guiding policy, 
the clearest implication would "be that nonprofit agencies have a substan- 
tial-potential for creating jobs, but the jobs they create are unlikely to be 
targeted very well. Some d'egfee of targeting is desirable to achieve both 
structural and countercyclical objectives. Thus these considerations argue 
either for no involvement of nonprofit organizations at all, highly selec- 
tive involvement, or involvement only in a short-term employment pro- 
gram that hires workers of any kind who are made iobless by an economic 
downfum— -a countercyclical program. 

Recent changes in PSE regulations have strengthened the -structural 
emphasis of the program. Targeting and training provisions are more sub-" 
stantial, the wage limitation has been tightened, ahd maximum, tenure 
limitations have been imposed. These changes have in many jurisdictions 
made -placement of PSE jobholders more difficult and consequently have 
increased prime sponsor attention to nonprofit organizations for job ere-, 
ation. The field study data show that unless prime sponsors pay more at- 
tention to contradt specification and monitoring, the shift to the nonprofit 
sector will diminish the impact of thtf new legislation. 



Epilogue 



\ 



Ten months after the observations reported. on in this study were com- 
pleted, Congress passed the Comprehensive Employment and Training 
Act Amendments of. / 978, which reauthorized all CETA programs and 
required recipient jurisdictions to give greater emphasis to hiring eco- 
nomically disadvantaged persons. The amendments also imposed new 
limits oif the length of time a participant could stay in the public service 
employment program and on th i use of local funding'to supplement fed- 
eral PSE wages. These chahges were intended to shift the program toward ' 
' serving the most needy individuals and to discourage local governments 
fro&Kusing PSE for displacement. Congress also reduced appropriations 
for PSfe. Enrollment, which reached'a peak of 755,000 persons in April 
1978, dropped to 534,000 in December 1978 and to 397,000 in Decem- . 
berl979/y'.;: ■-■/■'^r'' , , 

The PSE program that ^merged after the 1978 amendments treated 
Jocal officials' interests differently than did the program the field associates ^ 
"reported on in'1977. Congress was no longer as interested in helping local 
governments expand and maintain publicrservices or in creating large 
numbers of jobs to counter uhempl6yment. Congress placed more empha- 
sis than before on the* stZuctural objective— helping to^ 
ployed persons find jobs and gain skills. (Most of the decline in enroll-^ 
ment was in title VI, the countercyclical portion of PSE; enrollment in 
title n, the structural portion, almost doubled between Decpmber 1977 
and December 1979.) V 

Local governments found that they w,ere expected to administer a pro- 
gram in which low-skilled persons, wduld make up a larger, proportion of 
the .participants than before. Af the sam^ time, local jurisdictions were 
expected to make do with fewer p^articipants in general and to comply 
with new resections on eligibility, wages, and tenure. They^ were told 
that their compliance with federaf 'rules would.be more rigorously , 
scrutinized. - •'. , • 
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To local officials, the changes in the law and the reduction in program 
size meant they had to change the kind of progranutheyivere^operating 
aiid the way they administered it. As the effects^o'f :he 1978 amendments 
xame to be felt throughout the program, a number of agencies absorbed 
;their PSE slots and cut back or eliminated their participation; they made 
it cleaij^t they were disappointed with the program. In brief, they stated 
that there was no longer anything in PSE for them.^ 

Early in 1981 the Reagan administration, as part of its effort to reduce 
federal spending, proposed to eliminate the PSE program by the end of 
fiscal 1981. This proposal met with relatively little resistance. We think 
the reason for this is that the 1978 amendments significantly reduced the 
value of the program to local operators. State and local governments 
seemed to.be mon^xoncemed about proposed reductions in other fcrms 
of federal aid. Nonetheless, if the program is ended, several fiscally dis- . 
tressed cities will be forced to make painful adjustments because they have 
been more likely than better-off cities tc assign PSE workers to basic ser^ 
vices. This fiscal flow has also become a major lifeline for community- 
based nonprofit organizations. They too will be especially hard hit if the 
PSE program is ended or sharply reduced. . 

1. For a detailed report on the local reaction, sccr Robert, F. Cook and others 
Public Service Employment in Fiscal Year 1980, Office of Program Evaluation, Em- 
ployment and Training Administration, U.S. Department of Labor (USDL; Vril 
1981), a report based on a round of field observations conducted in December 1979. 
A fourth and final round of field observations was conducted in December 1980. A 
report to the Department' of Labor is in ^preparation. . * 




APPENDIX 



Samjpling Technique for Field 
Observations in Large Jurisdictions 



In the first round of the study we determined that the size of tl\e pro- 
gram and the number of agencies and projects employing public service 
employment workers in the larger jurisdictions made it difficult to care- 
fully examine, the activities of all participants and to interview the heads 
df the agencies in which they are employed. However, we felt it was im- 
portant to observe the activities of PSE participants. Therefore we 
adopted a sampling procedure in the second round for jurisdictions with 
more than 1,000 PSE participants. We recognized in planning the sam- 
pling procedure that there would be no advantafe in selecting individual , 
PSE participants for study, because such a large^'number of agencies and/ 
' projects would then have to be Observed. As a result, we used a sample " 
of agendesior the second observation. 

For ail the jurisdictions wit^ more than 1,000 PSE parti cipantsj— 
which included all the largd cities and one suburban county — the associ- 
ates initially told the central staff .at BrooRings how many persons yere 
enrolled under title II and title VI and how many were enroUed by each 
type of employing ^organization, that is, the local government /itself, 
another government agency, a nonprofit agency, and so on. From this in- 
formation the central staff determined how many positions should be 
sampled in each of these large jurisdictions. Once the number of positions 
to be sampled was calcplated for each jurisdiction, jobs were distributed 
proportionally to actual enrollment of workers in the jurisdiction, first by 
title an* then by employing agencies within each title. Specific agencies 
were th^n selected for observation to meet the sample requirements. 

In-some cases the number of participants in a particular agency ex- 
ceeded the sample requirements, as when 300 participants were perform- 
ing cleanup operations in the streets department. In .these'cases we did not 
allow one agency to account for the entire sample in that category, no/ 

■:-i2o:.- . ..' : , . ■. ■ 
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did we exclude it because of its size. Instead, the aj^ency was included in 
the sample and was'actually observed. The associate, however, reported 
the results as the proportion of the sami|le that the agency represented 
in the universe for that title arid type of agency in the jurisdiction. In this 
way It was possible to sample a number of agencies even where the num- 
ber of participants' in each agency was quite large. This procedure im- 
plies that the number of positions actually examined is greater than the- 
sample numbers reported here. 

In the jurisdictions where the procedure was used the sample covers 
5,434 participants, or 10 percent, of alUhe positions in those jurisdictions.- 
Combined with the number of participants in the jurisdictions where sam- 
pling was not. needed, the data presented in chaptef 2 are based on the 
examination of 9,368 positions, or roughly « percent of all the positions 
in all of the jurisdictions studied. 

To calculate the percentages shown in the tables in chapter 2, we mul- 
tiplied the proportions for sampled positions by the totaPnumber of par- 
ticipantsior each title and for each type of employing agency within each 
jurisdiction in which a sampling procedure was used. This procedure was 
designed to produce an estimate of displacement in each jurisdiction and ' 
for the sample as kwhole. ^ » * 
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RichardPMathm. Robert F. Cook, V. Lane Rawlins 
and Associates < 

^ PUBLIC SERVICE EMPLOYME^r^: 
A FIELD EVALUATION ^ 

^^^^^ T^^ U-S. public service employment program, a component cTf the Compre- 
^ ^ hcnaivc Employment and Training Act of i973, began as ajrespoMc to reces- 
sion and was intended to create community service jobs for the temporarily 
unemployed who^w^ otherwise receive public aid. Later, the program was 
\ expanded to include assistance to persons who perennially fail to find work 
because they lack enough education or skill. Suiai long^tel^^ 
^ an. opportumty to acquire training and experience. 

V 7 As tl^e public service employment program grew, the issue became whether 
it would inde^ create additional employment or whether sutc and local gov- 
ernments would use federal funds to pay workers they would have employed 
anywayr Xhis and related issues constitute the subject of the investigation re-! 
ported here. In 1976, with the support of the National Commission for Em- 
ployment Policy, a group of Brookings ^isS members headed by Richard P. ' 
Natfian began conducting field evaluations of the public service employment 
program involving forty separate JurisdictionsfThis study presents the findings 
of the first two of four rounds of field observations. ^ O-'^' 

^ The a^ors conclude that, although state and local governments do substi- 
tute federally funded |obs for locally funded one8,"ihcy do so far less than 
^ «^ estimated* Their othcr-findingi relate to the kinds 

of services |m>yided by program participants and the extent to which the pro- 
gram employs disadvantaged workers, 

Richard P. Nathan and Robert F. Ckx)k worked on this'study as members 
of the Brookings Governmental Studies staff and completed it since becoming 
affiliated with Princeton University in 1979. V. Lane Rawlins is professor of 
economics at .Washington State University. \ 
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